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The Wages of Labor 


LAWRENCE C. LOCKLEY 


The Railroad Brotherhoods recently 
announced that negotiations over rule 
changes would have to be postponed 
in order to consider a forthcoming de- 
mand for a thirty per cent increase in 
wages. Both A.F. of L. and C.I.O. have 
been intimating that another general 
round of wage increase demands was 
imminent. 

It is time that sober thinking and 
foresight stop the rush toward inflation 
and the national catastrophe which 
must surely follow if wages continue 
their upward spiral. Economic theory 
is still too much of an academic exer- 
cise in speculation to command wide 
public confidence. Yet there are some 
facts that economists can demonstrate. 

The first and most important of these 
is that money wages are significant 
only in terms of the needs and plea- 
sures of life they will buy. When the 
consumable goods on the market de- 
crease in volume, general increases in 
the wage level result in no increase in 
immediate consumption, because there 
are not enough goods available. Only 
if favored groups obtain increases, and 
other groups do not, can these favored 
groups raise their standard of living. 

The second of these is that increases 
in the standard of living depend on in- 
creases in production. The Abundant 
Life depends directly on the abundance 
of goods. Labor cannot consume what 
it has not produced. 
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The third of these truths is that a 
general price increase does not, in it- 
self, stimulate greater production. 
Economists have long realized that an 
increase in the price of one item—when 
the prices of other items do not increase 
—promptly stimulates a greater pro- 
duction of this one item, by attracting 
capital, labor, and management to this 
newly profitable field from other and 
less profitable ones. But a general in- 
crease in the price level is likely to de- 
crease production through the feeling 
of uncertainty it creates. 

At the present time, management is 
still complaining of the lower produc- 
tive efficiency of labor (as compared 
with prewar standards). Certain im- 
portant raw materials are still in short 
supply. We are still shipping large 
quantities of consumable goods abroad. 
And our federal support of farm prices 
still results in government purchase 
and withdrawal from the market of 
large quantities of farm produce at the 
slightest waver in price. 

These several factors suggest a con- 
tinuance—for a matter of months or 
even of several years—of inadequate 
supplies of many consumables. In the 
face of this limited supply, additional 
wage increases, if they are at all gen- 
eral, cannot help but continue the up- 
ward march of prices. If they are con- 
fined to a few trades, they will assuredly 
improve the lot of workers in those few 
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trades, but at the expense of the bal- 
,ance of our population. 

The one cure for a condition in 
which workers cannot buy or rent 
houses, or cannot buy as ample and 
varied a diet as they would like, or 
as many electric appliances and auto- 
mobiles, would be a stepping up of 
production to the point where there 
was an abundance for everyone. But 
this cure is conditional upon a modi- 
fication of our federal program of sup- 
port of farm prices; upon the willing- 
ness of labor to give a full day’s work; 
and upon labor leaders to attempt to 
improve the condition of union mem- 
bers by holding wages steady until 
these wages can buy the components 
of an adeqyate and comfortable stand- 
ard of living. 

This cure does not appear to be very 
near at hand! 

Many labor leaders have complained 
that high prices were due solely to the 
high profits earned by corporations. It 
is true that the profits of manufactur- 
ing corporations are at a high level. 
Some lowering of the price level could 
probably be accomplished if corpora- 
tions were to reduce their prices for 
goods at the expense of dividends. Yet 
it would hardly be prudence on the 
part of a management that would sanc- 
tion a reduction in prices when con- 
fronted by wage demands which—if 
satisfied—would require higher, rather 
than lower, prices. Were labor leaders 
less vociferous about coming wage de- 
mands, many managements would be 
less hesitant about reducing prices. 

A price reduction of moderate and 
safe proportions is never a gift from 
heaven. It comes about through an in- 


crease in supply, a decrease in demand, 
or—competitively—through decreased 
costs of production. More productive 
labor at even today’s high wage levels 
would constitute a major decrease in 
production costs. 

Labor organizations are led by able, 
well-informed men. Many of these 
have staff economists of excellent train- 
ing and penetrative minds. The facts 
surrounding the wage question are so 
clear that it seems strange to find labor 
leaders flouting them—except in pri- 
vate conversation. What accounts for 
the continuance of policies that seem 
widely injurious ? 

It may be the same sort of competi- 
tion among labor organizations and 
their leaders that made necessary 
much of the regulatory legislation 
which prevents the piratical conduct of 
business. Union officials feel that they 
can look forward to regular re-election 
if they have been able to get for their 
members more favorable contracts than 
other workers have obtained. It is a 
competition for a better showing—a 
competition which could well cause the 
union official to ask for concessions 
that had an immediate appeal to his 
membership, although which might in 
the long run be harmful to them. 

The point is well illustrated by the 
comment of the leader of one aggres- 
sive union. In speaking before a group 
of conservative businessmen, he laid 
down a formula for industrial peace 
which seemed just, wise, and feasible. 
One of the audience asked, “Mr. Blank, 
most of the people in this audience 
could find no point of disagreement 
with what you have said. What do 

(Continued on page 118) 
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Does the Taft-Hartley Act Apply 
to Retailing? 


Morton J. SIMon 


NEED FOR RE-EXAMINATION OF THE 
RETAILER'S POSITION 


When the Taft-Hartley Act became 
law on June 23, 1947, under the title of 
the Labor Management Relations Act, 
1947 (L.M.R.A.), retailing entered 
upon a new era in its labor-manage- 
ment relations. Of course, all industry 
was and will continue to be materially 
affected. It is likely, however, that the 
retail store, large and small, individual 
or chain, will find that a rather com- 
plete reorientation may be necessary. 

Under the old Wagner Act a retailer 
could take the Act or leave it alone un- 
less a charge was filed against him. The 
old N.L.R.A. did not apply to manage- 
ment unless the National Labor Rela- 
tions Board saw fit to invoke it. A 
board proceeding was necessary to 
apply any of the provisions of the origi- 
nal Wagner Act. There were no so- 
called “automatic provisions” in it. But 
there are such automatic provisions 
in the current law. Some of these pro- 
visions which apply without a charge 
or complaint being filed concern the 
checkoff, welfare funds, and union se- 
curity. If the employer is bound by the 
Act and violates it, he is liable—per- 
haps even criminally. 

Consequently it becomes necessary 
to appraise anew the area of applica- 
tion of the new Act. If retailers are to 
protect themselves properly, they and 
their counsel must decide at once, if 
they have not already done so, whether 
they are covered by the L.M.R.A. 
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Foresight is rarely the equal of hind- 
sight. But this is one instance when 
hindsight will not serve. Furthermore, 
it may be that the individual retailer 
may desire the additional protection of 
the L.M.R.A. in his negotiations with 
existing unions or in resisting the in- 
roads of new organization. 

As a further ground for a re-exami- 
nation of the N.L.R.B.’s jurisdiction, 
there seems to be considerable con- 
fusion and distrust afoot. 


BACKGROUND OF PRESENT PROBLEM 


Has the closed shop been outlawed 
in retail stores? Is an employer likely 
to end up in jail for giving the union a 
checkoff ? Can a store enjoin a second- 
ary boycott? Is “featherbedding” at 
last to end for retailers? 

The answers to these questions will 
depend upon the answer to another 
question: Does the Taft-Hartley Act 
apply to retailing? 

This question must be answered 
against the background of previous 
legislation and experience. 


Previous Legislation 


The Wagner Act was the pattern 
for labor-management relations for ap- 
proximately twelve years. Operating 
with it was the Wage and Hour Law. 
What we have learned from operation 
of retail stores under these two stat- 
utes together with our experience with 
the War Labor Board and the several 
state labor laws (Little Wagner Acts) 
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must be considered in connection with 
the language and declared policy of 
the new Act. It should be borne in 
mind that Title I of the L.M.R.A. is 
technically an amendment of the old 
N.L.R.A. Contained in section 101 of 
the new Act is a complete amendment 
of the old Wagner Act. Consequently 
the new Act does not exist in a legal 
and empirical vacuum. It has a long 
and strident history behind it. 

Oddly enough, the question of the 
applicability of the new law to retail 
establishments should not be one of its 
controversial aspects. There are others 
far more novel and worthy of judicial 
and critical scrutiny. 


Reasons for Apparent Uncertainty 


Then why the doubt about the posi- 
tion of the retailer in the new labor 
setup? 

The reasons are threefold: 

1. Attitude of labor. There is a sub- 
stantial amount of wishful thinking on 
the part of labor representatives with 
whom retailers and retail associations 
are dealing. Naturally labor would pre- 
fer to have this field exempt from the 
restrictions of the L.M.R.A. which 
labor has called a “slave labor” act, or, 
more moderately, “‘anti-labor.”’ 

Management negotiators have prob- 
ably observed that prior to August 22, 
1947 (the effective date of certain im- 
portant parts of the Act), labor was in 
a great hurry to get all possible con- 
tracts signed. But, after this date, there 
was a noticeable indifference on their 
part. It would therefore appear that, 
while paying lip service to a belief that 
the Act did not apply to retailing and 


the locals which they represent, these 
labor representatives still were highly 
wary of its application and its restric- 
tions. 

Opposed to this is the quite natural 
desire of the representatives of man- 
agement to acquire and use new 
weapons of undoubted value. In fact, 
it may be said that the approach by 
both labor and management has been 
somewhat emotional rather than objec- 
tive. The vituperative campaign waged 
by certain segments of labor against 
the Act is significant. 

2. Previous activities of — State 
agencies. In the past many retailers 
operated under state boards even 
though they were, in fact and in law, 
subject to the old Wagner Act. That 
is to say, many of the functions of the 
federal law were administered by state 
agencies. This was done either by ex- 
press agreement or by tacit acqui- 
escence as a practical expedient. As a 
result labor and management acquired 
an understandable idea that retail 
stores, which seemed to be local eco- 
nomic units, were not subject to fed- 
eral control. But it cannot be stressed 
strongly enough that this state board 
jurisdiction was a matter of federal 
grace and not state right or lack of 
federal jurisdiction. 

3. Experience under Wage and 
Hour Law and War Labor Board. By 
the terms of the Wage and Hour Law, 
retailing was specifically exempted 
from its provisions. Retail establish- 
ments were outside the law because of 
this exemption and not because there 
was any question of their not being in 
interstate commerce. Freedom from 
control of a federal agency in this con- 
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nection for a period of years has pro- 
duced an improper translation of au- 
thority away from the N.L.R.B. under 
the old Wagner Act. 

Furthermore the War Labor Board 
excluded from its control all retail 
establishments employing fewer than 
eight persons. This was thought to 
eliminate about 70 per cent of the in- 
dustry, both in units and dollars, at the } 


time. f 


These three ideas or habits of 
thought have produced, even in man- 
agement perhaps, an inclination to ac- 
cept the nonapplication of the new Act 
to retailing. Add to this the seemingly 
local and intrastate nature of many re- 
tail stores and it is not difficult to ap- 
preciate the misleading background of 
the problem. 


RETAILING PROBABLY COVERED BY THE 
TAFT-HARTLEY ACT 


This, then, is the question and its 
background. What is the answer ? 

The answer cannot be categorical at 
this time. There has been no pro- 
nouncement from the responsible mem- 
bers of the N.L.R.B. or from its Gen- 
eral Counsel. Unofficial efforts to se- 
cure an answer from these sources do 
not progress much beyond the discus- 
sion stage. The atmosphere is clouded 
and uncertain. 

But an analogous case may point the 
way. The N.L.R.B. has instituted an 
action against the United Carpenters 
(A.F. of L.) Local 74 in Chattanooga. 
The indicated unfair labor practice is a 
secondary boycott involving a non- 
union flooring supplier working on 
the remodeling of a single house. The 
General Counsel’s office is reported 
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unofficially to have indicated that this 
action does not presage an effort to 
apply the Act to all “single house” 
jobs. Nevertheless, the board’s action 
is significant. The construction indus- 
try has been practically immune to 
Wagner Act jurisdiction. From this 
action of the board we may hazard a 
conclusion that an aggressive concept 
of federal jurisdiction is in the making. 
It is of small moment, for our purposes, 
that the court threw out the action on 
the ground that the unfair labor prac- 
tice complained of had occurred prior 
to August 22, 1947, the effective date 
of the pertinent provisions of the Taft- 
Hartley Act. 

Any attempt at prescience which 
also suffers the delays of periodical 
publication is likely to be the victim of 
intervening developments. We can, 
therefore, only explore the possibilities 
and attempt an answer without the ar- 
rogance of certitude. 

There are two approaches: the legal 
and the practical. Both would appear 
to carry us to the same conclusion: the 
new L.M.R.A. probably applies to the 
great bulk of retail establishments. 


Legal Reasons 

The legal colloquy, without entering 
upon too extended or detailed an argu- 
ment, is this: 

The L.M.R.A. does not contain any 
exemption or exception in favor of re- 
tailing. Nor do the definitions of em- 
ployer or employee as detailed in the 
new Act contain any such exemption. 
This is a continuance of the policy of 
the old N.L.R.A. but contrary to the 
language of the Wage and Hour Act, 
which leads to some circuitous errors 
in thinking as we have already seen. 
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Since there is no specific exemption 
in favor of retailing, the preliminary 
conclusion is that the Act applies to 
such business. This is fortified by other 
language in the new Act. For example, 
section 10 (a), as amended, provides 
that 

The Board is empowered, as hereinafter 
provided, to prevent any person from engag- 
ing in any unfair labor practice (listed in 
section 8) affecting commerce. [Italics 
supplied. ] 

The definitions of the italicized 
words again show no exemption in 
favor of retailing. For example, “af- 
fecting commerce” is defined in sec- 
tion 2 (7) as follows: 


The term “affecting commerce” means in 
commerce, or burdening or obstructing com- 
merce or the free flow of commerce, or hav- 
ing led or tending to lead to a labor dispute 
burdening or obstructing commerce or the 
free flow of commerce. 


This definition is the same as that 
contained in the old Act. Section 501 
(1) also defines “industry affecting 
commerce” in the same general terms 
and meaning. 

This language has received much at- 
tention from both the old board and 
the courts. 

Under these definitions department 
stores, retail chains, and_ retailing 
establishments have specifically been 
held to be subject to the jurisdiction 
of the Act and its enforcement. 

Typical of such holdings is the J. L. 
Brandeis & Sons case decided by the 
Eighth Circuit in 1944. The case in- 
volved an Omaha department store 
doing a gross business in 1943 of 
$8,500,000. The store bought $3,700,- 
000 of its merchandise from outside 
the state of Nebraska. Only 2.2 pet 


cent of the total sales were to out-of- 
state customers on both mail orders 
and charge accounts. The store was 
held subject to the Act. Furthermore, 
the language of the court and the test 
of amenability to the Wagner Act 
seems sufficiently broad to cover al- 
most any retailing establishment. The 
court said: 


The courts have frequently held that the 
Act “cannot be applied by a mere reference 
to percentages” .... (citing cases)..... 
The application of the Act does not depend 
upon the magnitude of the business nor the 
comparative amount of the interstate sales. 
The test of the Board’s jurisdiction is not 
the volume of the interstate commerce which 
may be affected, but the existence of such a 
relationship between the employer and the 
employees to commerce that an unfair labor 
practice would lead or tend to lead to a labor 
dispute burdening or obstructing the free 
flow of commerce..... In brief, the jurisdic- 
tional test in such a case as the present is 
whether the stoppage of the business by rea- 
son of labor strife would tend substantially 
to affect interstate commerce. The principle 
applicable is one of degree. When the unfair 
labor practice involved is found to have such 
a close and substantial relation to the flow of 
interstate commerce that the practice tends 
to obstruct such commerce, the jurisdiction 
of the Board to apply the preventive reme- 
dies of the Act is undoubted. 


Under the above test, it is possible 
that a small candy store would not 
“tend substantially to affect interstate 
commerce,” and therefore might not 
be considered to be subject to the Act. 
But the courts have also said that con- 
sideration should be given to the fact 
that multiplication of many small labor 
difficulties, if unchecked, would harm 
interstate commerce substantially. For 
example, in the case of the Polish Na- 
tional Alliance of the United States, 
Mr. Justice Frankfurter, speaking for 
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the United States Supreme Court, 
said : 

Whether or not practices may be deemed 
by Congress to affect interstate commerce is 
not to be determined by confining judgment 
to the quantitative effect of the activities im- 
mediately before the Board. Appropriate for 
judgment is the fact that the immediate 
situation is representative of many others 
throughout the country, the total incidence 
of which if left unchecked may well become 
far-reaching in its harm to commerce. 


By this rule, almost any retail out- 
let, no matter how small or highly 
localized, could conceivably be consid- 
ered to affect interstate commerce and 
hence be subject to the Act. 

It is possible, however, that a line 
may be drawn somewhere in obedience 
to the precept that the jurisdiction test 
is “one of degree.’ Thus the bulk of 
retailing would be subject to the Act 
with a small portion at the lower end 
of the scale being excluded. This pos- 
sibility and its point of incidence is un- 
certain. 

Having thus seen the impact of the 
old N.L.R.A. on retailing and with the 
knowledge that the same definitions, 
concepts, and interpretations are in- 
volved under the new Act, it would 
seem to follow that the great majority 
of retail stores will be subject to the 
Act. 


Practical Reasons 


So much for the legal background 
and indications. There is, additionally, 
a highly practical aspect which cannot 
be ignored. Section 10(a) of the 
amended Act permits the board to 
cede jurisdiction over certain disputes 
affecting commerce to state agencies, 
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unless the provision of the State or Ter- 
ritorial statute applicable to the determina- 
tion of such cases is inconsistent with the 
corresponding provision of this Act or has 
received a construction inconsistent herewith. 


This indicates that the state boards 
may still handle routine elections and 
representation cases under the cession 
of power by the national board, but 
they probably cannot take over union 
shop elections or the jurisdiction of 
certain unfair labor practices since the 
several state laws under which the 
local boards operate do not have pro- 
visions similar to and consistent with 
the new national Act. They therefore 
would fall under the prohibition clearly 
spelled out in that section of the 
amended Act. 

Therefore, until and unless the sev- 
eral states enact laws consistent in 
form and construction with the new 
federal Act, the N.L.R.B. will be the 
only administrative body legally com- 
petent to act in the instances men- 
tioned. 

Although some states seem to have 
made an effort to adopt so-called 
“equalizing statutes,” it is still too 
early to assess this aspect of the situa- 
tion. More than thirty state legislatures 
met in either regular or special sessions 
during 1947 to pass or amend labor 
laws, but only a few of them have en- 
acted an equalizing statute. 

The necessity of some sort of work- 
ing arrangement between the N.L.R.B. 
and the state boards is highlighted by 
the decision of the Pennsylvania Su- 
preme Court, handed down on Sep- 
tember 29 of this year in the Pitts- 
burgh Railways Company Substation 
Operators and Maintenance Em- 
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ployee’s Case. The case involved the 
streetcar company in Pittsburgh which 
was in interstate commerce. The Su- 
preme Court threw out the case and 
reversed the order of the lower court 
on the ground that the Pennsylvania 
Labor Relations Board had no juris- 
diction in the case at all since the em- 
ployer was in interstate commerce. 
The opinion is quite broad. The court 
said that it made no difference that 
the N.L.R.B. had not actually taken 
jurisdiction in any case involving the 
company. This means that depart- 
ment stores, etc., which are in inter- 
state commerce, and probably the great 
bulk of retailers would be compelled to 
go to the N.L.R.B. with its problems 
unless some deal is made between the 
federal and state agencies. This de- 
cision followed a United States Su- 
preme Court decision concerning a 
New York plant of the Bethlehem 
Steel Company. 

Some light on the federal-state prob- 
lem is thrown by section 203 (b) of 
the mediation provisions. The newly 
constituted Federal Mediation Service 
is 
directed to avoid attempting to mediate 
disputes which would have only a minor ef- 
fect on interstate commerce if state or other 
conciliation services are available to the 
parties. 


What “minor” means is not clear. 
The Federal Service probably would 
keep hands off unless a large depart- 
ment store or a substantial chain was 
involved. Even there, it might not in- 
tervene unless both union and manage- 
ment asked them to do so. Also the at- 
titude and results, if any, of the state 
agencies would be important. 


PROSPECTS FOR RETAILERS UNDER THE 
L.M.R.A. 


Having thus tentatively answered 
the question, it is pertinent to analyze 
the prospects which face retail manage- 
ment. 

1. The immediate future will prob- 
ably entail a period of reorganization 
and watchful waiting during which 
labor will have the laboring oar. Dur- 
ing this period the board will be ex- 
panding to meet the added burden en- 
tailed by the Act. 

2. A series of test cases, probably at 
the instigation of the N.L.R.B. or the 
employers, similar to the Chattanooga 
carpenters’ case. 

3. The probable jurisdiction of the 
Act and the N.L.R.B. over the great 
bulk of retail establishments, particu- 
larly the department stores, chains, and 
general retail and specialty shops. 

4. The possibility, presently uncer- 
tain, that the smaller and more highly 
localized stores may escape the appli- 
cation of the L.M.R.A. This in the ag- 
gregate is not likely to be of importance 
to business generally nor to the indi- 
vidual employers themselves. It is not 
likely that they will have any serious 
problems. 

5. A pause or hiatus in actions pres- 
ently pending against retailers before 
state agencies, possibly followed by 
abatement on the grouna of lack of 
jurisdiction and express interdiction. 

6. The likelihood that the board will 
formally cede to the local state agencies 
the control and administration of 
representation cases, ordinary  elec- 
tions, and certain established unfair 
labor practices, but nothing much be- 
yond that until the states bring their 
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statutes into line with the provisions 
of the federal Act. There will in all 
probability be a substantial increase in 
the number of elections (placed at 
roughly a doubling by the General 
Counsel) and the board will not be 
averse to transferring part of this load 
to state agencies. 

7. As a corollary of this, the board 
will probably be compelled to accept 
jurisdiction of such matters as union 
shop elections and certain new types of 
unfair labor practices, which presently 
are not covered by state laws and prac- 
tices. 

8. The indication that retail labor 
organizing will be substantially more 
difficult under the provisions of the 
new Act. To the previous normal re- 
sistance of the white-collar workers 
against organization will now be added 
the burdens which labor must carry 
and the added rights which manage- 
ment now enjoys. 

9. There have been serious changes 
in the union shop provisions. It is now 
hedged about by limitations and addi- 
tional elections. If the unions do not 
use the N.L.R.B., and there is definite 
evidence of this “boycott” attitude, they 
may be satisfied to forego the union 
shop in exchange for a properly au- 
thorized checkoff. The latter is prob- 
ably worth as much, unionwise, as a 
union shop. 

It appears that some retail stores 
have signed union shop agreements 
without concerning themselves with 
the election requirements of the new 
Act. For example, there are reports 
that certain of the Safeway Stores in 
California have taken this attitude. Ap- 
parently the management felt that the 
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risk of a strike was more compelling 
than the possibility of trouble under the 
Act. There have been other indications 
of similar contractual activity else- 
where, all of which seem to be without 
legal blessing. 

10. The danger of the checkoff. 
Under section 302(c) and (d) there is 
a possible maximum penalty of one- 
year imprisonment, a $10,000 fine, 
or both, for violation of the anti- 
checkoff rules. This is particularly dan- 
gerous for the retailer who is not cer- 
tain of his status: whether he is bound 
by the Act or not. This is one of the 
real teeth of the Act. Checkoff, if de- 
manded by the union, should be sur- 
rounded by the specific authorizations 
and precautions spelled out in the Act. 
An improper checkoff is apparently 
considered a heinous offense. Frankly, 
however, it is difficult to imagine a jury 
convicting in a checkoff criminal case 
since it does not seem that the “pun- 
ishment fits the crime.” 

11. A final resolution of the present 
period of uncertainty. But it is not 
likely that any set of detailed rules 
covering all possible retail situations 
will be forthcoming in any single case 
or ruling. 

12. The introduction by the unions 
of several new clauses into retail union 
contracts. Symptomatic are agreements 
that the union shall not be held liable 
for violations of the contract or that 
both union and management will refuse 
to use the facilities of the board and 
the courts, confining themselves to in- 
ternal machinery of settlement and to 
arbitration. This attack on the Act is 
already well under way in various de- 
grees. This could lead to grave conse- 
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quences for the unwary retailer who is 
lulled into a belief that he has thereby 
removed himself from the jurisdiction 
of the board and the Act. 


RECOM MENDATION 


Until there is a definite opinion from 
competent authority, safety and self- 
protection dictate that all retailers, re- 
gardless of size, type, or method of op- 
eration, should proceed on the assump- 
tion that the Taft-Hartley Act does 


apply to them. Their labor relations 
and negotiations should be conducted 
on that basis. To do otherwise is to 
tempt the automatic features of the Act 
as well as the possibility of complaints 
and charges. If the continuance of 
existing happy labor relations seems to 
be jeopardized, some interim program 
should be worked out amicably: in 
order to postpone a firm but necessary 
stand until the question of the applica- 
bility of the Act has been finally deter- 
mined. 





The Wages of Labor 
(Continued from page 110) 


your own members say to such a point 
of view?” 

The labor leader smiled, and said, 

“As long as I keep passing out the 
pork chops, the boys don’t care if I 
have high-falutin’ ideas!” 

It may be that the difficulty which 
prevents our finding an early point of 
equilibrium rests in the fact that labor 
organizations seek a differential advan- 
tage for their members, and in the 
competition which ensues must neces- 
sarily ask for higher and higher wages. 
The solution may lie in policies similar 
to those followed by organizations in 
the needle trades, in which labor or- 
ganizations and the welfare of worker 
and employer are seen as interdepend- 


ent, and in which wage increases are 
conditioned on adequate production. 

Unless this point of view becomes 
more widely held in labor circles, labor 
leaders may carry their competitive 
tactics so far that we find our economic 
institutions destroyed by a runaway 
inflation. 

When management deals with a 
union, it deals not with representatives 
of labor, but with representatives of 
one organization, the officers of which 
feel they will be judged not by how 
fair a contract they can get, but by 
how much better a contract they can 
get than some other labor leader. 

Only by education of the individual 
members of labor organizations can we 
hope that our labor organizations will 
evolve into a labor movement. that 
has as its objective the welfare of labor 
—which is welfare of all of us. 











A New Approach to Apparel Sizing 
Problems 


MANSFIELD LONIE 


Many attempts have been made in 
the past to deal with the problem of ap- 
parel size standardization. Retailers 
are brought face to face with the prob- 
lem daily in buying, marking, advertis- 
ing, and selling apparel. However, the 
problem still plagues retailers. What is 
to be done about it? 

This article is written to tell retailers 
about a program of size standardiza- 
tion that is well advanced at the pres- 
ent time. It can become a useful stand- 
ard of practice if retailers and manu- 
facturers will take co-operative action 
to encourage its acceptance and use. 


THE FUNDAMENTAL IDEA 


The fundamental idea behind this 
program of size standardization is to 
base the sizing of ready-to-wear apparel 
on body measurements of children and 
adults. Heretofore, “size” (in the chil- 
dren’s classification) has had some age 
connotation. A size 4 meant a garment 
that would fit the average 4-year-old 
child, or perhaps a 3-year-old. 

Statistics on body measurements 
completed by the United States De- 
partment of Agriculture’ make it 
abundantly clear, however, that age is 
one of the poorest indicators of size 
in terms of specific body measure- 
ments. The margin of error, if age 

1 Miscellaneous Publication No. 366, en- 
titled Body Measurements of American Boys 
and Girls for Garment and Pattern Con- 
struction, which can be obtained from the 
Superintendent of Documents, Washington 
25, D.C. (Price, 60 cents.) 
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were selected as a basis for sizing, 
would be too wide. A child is 4 years 
old when he reaches his fourth birth- 
day; he is still called 4 years old 364 
days later, when his stature has in- 
creased 2% or 3 inches, and his other 
body measurements have changed cor- 
respondingly. Furthermore all children 
are not the same size and shape the 
moment they become ‘4 years.” 

These statistics have also established 
that the best system for sizing chil- 
dren’s apparel is one based on a com- 
bination of height and weight, or 
height and hip girth measurements. 
The detailed statistical analysis on the 
height and hip girth system were used 
in the development of this sizing pro- 
gram. 


RECOMMENDED COMMERCIAL STAND- 
ARDS COMPLETED 


Three interrelated sizing recommen- 
dations, based on body measurements, 
have been completed and have already 
received wide endorsement from the 
trade. They were developed by the 
sizing experts of the mail-order com- 
panies in co-operation with the Na- 
tional Bureau of Standards. They are 
as follows: 

TS-4000, for infants, toddlers, 
and children—up to size 6x 

TS-4093, for girls—sizes 7 

TS-4400, for boys—sizes 2 to 20 


A sample of the sizing recommenda- 
tion, as drawn up for the “regular” 
sizes of the children’s and girls’ classi- 
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Taste 1. Bopy MEASUREMENT Size TABLE FoR CHILDREN’S AND GiRLs’ CLASSIFICATIONS 


T S-4000 T S-4093 
CHILDREN’S SIZES (number) GIRLS’ SIZES (number) 
(Boys’ and Girls’ Composite) (Girls’ Only) 

Measurement 2 3 4 5 6 6X 7 8 9 10 12 14 

Stature (inches) 34 37. «40s s48— 46s 48 50 52 54 56 58% 61 

Weight (pounds) 28% 32% 37 42 48 52 58 64 72 80 92 104 

Chest girth (inches) aA 24,04 BD 4 26* 27 2B 29 30% 32 
Waist girth (inches) 20% 21 21% 22 22% 23 23 «23%, 24 «424% 25% 26% 

Hip girth (inches) 21% 22% 23% 24% 25% 26% 27% 28% 29% 31 33 35 


* The “nude” body measurement for this size was 25% inches. To this, a 44-inch clothing 
allowance was added making the total 257g inches. The nearest half-inch measurement, 26, 





was then used. The other sizes have been similarly treated. 


fications, is given in Table 1. Corre- 
spending data from the “teens” and 
“students,” as well as the various 
“women’s” classifications, are next on 
the sizing program. “Outsizes” are to 
be developed later. 

As indicated in Table 1, size is de- 
fined in terms of body measurements. 
A “size 6” child, for example, is a 
boy or girl of the following body di- 
mensions. 


46 inches 
48 pounds 
25 inches 
22% inches 


25% inches 


Height 
Weight 
Chest girth 
Waist girth 
Hip girth 


This is a very definite concept, and one 
easily understood by the consumer. 
The application of these sizing 
recommendations, however, is so broad 
that it will take time before all seg- 
ments of the apparel industry will have 
aligned their sizing operations to con- 
form to these recommendations. Just 
consider, for example, one minor con- 
flict with the system of sizing in TS- 


4000. 


THE STORY OF THE TWO LITTLE 3's 


For twenty years or more dresses 
have been made for the following sizes, 


and retailers have purchased, marked, 
advertised and sold them in these sizes, 
viz., 

Children’s 
3-4-5—6-6x 


Toddlers’ 
Sizes 1-2-3 


The impression has prevailed that 
these overlapping sizes are neces- 
sary. Manufacturers and buyers have 
stressed the fact that the styles are dif- 
ferent in character—the toddler’s dress 
has no waistline and usually hangs 
straight from a shallow yoke; the chil- 
dren’s dress has a waistline and a sash 
which usually is sewed into the side 
seams and tied at the back. 

If this were the only difference be- 
tween toddlers’ and children’s dresses 
there would be no confusion. However, 
tests of the two size 3 garments on chil- 
dren disclose that not only are the 
dresses different in style, they are also 
different in length and girth measure- 
ments. 

In fact, tests show that the size 3 
dress of the toddler’s classification fits 
a child corresponding to the measure- 
ments given in TS—4000 for that size, 
but that the size 3 of the children’s 
classification fits a larger size, the equi- 
valent of size 4 in TS—4000. This 
means that if the mother buys a tod- 
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dler’s size 3 today she will buy an- 
other size 3 after a full year’s growth 
has taken place. This is confusing to 
the customer. It is also confusing to 
retail buyers. In fact, buyers are as sur- 
prised at the true facts as any mother 
would be, viz., that the dress industry 
has not really been offering two size 
3's to the American public. It has been 
offering a 3 and a 4, but calling both 
size 3. 

This confusion is not necessary. In 
fact, TS-4000 points the way to 
remedy the situation, and fortunately 
the problem is not one of changing 
measurements of garments or styling 
or of industry practices. It is necessary 
only to change the size labels to con- 
form with TS-4000. Negotiations are 
now going forward with five national 
trade associations—both distributors 
and manufacturers—in order to try to 
reach some common solution to the 
problem. 

Perhaps before this appears in print 
some common action will have been 
taken, and the problem of the two little 
3’s will have been settled. 

When this problem has been settled, 
it will not be limited to the obvious 
conflict in size marking of two size 3’s. 
Much more is involved of real value to 
distributors. 

If size 3 is really a 4, then obviously 
there is a good chance that the other 
sizes of the children’s classification are 
inconsistently marked and that size 6x, 
for example, may be a size 7, thus con- 
flicting with the size 7 of the “girls’”’ 
classification (see Table 1). Tests seem 
to indicate that this is so. 

Duplication of size designations may 
be necessary in this instance because 
of style considerations, but there are 
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other instances in the apparel industry 
where this consideration may not apply, 
and where duplication could be elimi- 
nated without sacrifice to the ultimate 
consumer. 

Perhaps, as a result of this new ap- 
proach to apparel sizing problems, all 
unnecessary duplicate or overlapping 
sizes will be eliminated. If so, a genu- 
ine economy, both in terms of inventory 
and price, will have been made with 
resulting benefits to all segments of the 
trade. 

One other point should be empha- 
sized. Without a system of sizing like 
that given in TS-4000 there would not 
even have been a reference (size dic- 
tionary) that could have been used to 
settle such a question. Therefore, TS- 
4000 not only provides a reference to 
settle this problem, but also provides 
the data for rectifying these size-label 
conflicts. 

Now, perhaps, it begins to be clear 
why there is size confusion, and why it 
has been so difficult to standardize ap- 
parel sizing in the past. Whole indus- 
tries are affected and collective action 
has to be taken. This type of action is 
time-consuming, and requires the good 
offices of some impartial co-ordinating 
agency to carry the program forward. 
The Commodity Standards Division of 
the National Bureau of Standards * has 
been asked to assume this responsibility 
in the public interest, and therefore 
serves the business interests—manu- 
facturers and distributors—as well as 
the consumers. 

Once agreement has been reached on 
the conflicts in size terminology (there 

2 Before July 1, 1947, the Division doing 
this type of work was known as the Division 
of Trade Standards. 








122 


are others) then the body measure- 
ments for each size can be advertised 
to the consumer and she can be assured 
that the clothes, as manufactured, will 
conform to the system of sizing in TS- 
4000, and the others of this series. Then 
tables of measurements can be conspic- 
uously displayed in each ready-to-wear 
department so that customers and sales- 
persons may determine the best size to 
buy. Accurate size definitions kaving 
been established by common voluntary 
understandings, then all garments from 
briefs to overcoats should carry the 
same size designations, and should fit 
the same boy or girl equally well. Of 
course the garments will all have differ- 
ent dimensions—the underwear will be 
smaller than the outerwear; the suits 
will be smaller than the overcoats, but 
the size designations and the basic body 
measurements on the label for a given 
size will be uniform for all garments. A 
suggested design for such a label is 
shown opposite : 


PROGRESS ALREADY MADE 


If the above sounds a bit visionary, 
just consider the progress that has al- 
ready been made. Hundreds of “‘accep- 
tances” for each recommended com- 
mercial standard are already in our 
files. They are signed by manufactur- 
ers of all types of children’s apparel ; 
they are signed by mail-order, chain- 
store, and independent department- 
store distributors, as well as consumer 
groups—home-economics teachers, and 
consumer testing laboratories. Further, 
technical schools that teach the mak- 
ing and sizing of patterns are also 
endorsers. 

Within recent months two nation- 
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wide trade associations have taken for- 
mal action to consider adopting this 
system of sizing. One pertains to knit 
underwear, and covers all three sizing 
recommendations listed above; the 
other pertains to heavy outerwear, and 
is to be based on TS-4400, the recom- 
mendation for boys’ apparel. From all 
the evidence “height-weight” sizing is 
here to stay, and will win broader 
support it is better 


and _ broader as 


understood. 


HOW RETAILERS CAN CO-OPERATE WITH 
THE PROJECT 


Up to the present time retailers, ex- 
cept the chain-store and mail-order 
companies, have not endorsed the sys- 
tem to the same extent as manufactur- 
ers. The reasons for this are obvious, 
for example: 
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1. Until the majority of manufac- 
turers use the system consistently, re- 
tailers are not apt to be faced with 
problems concerning it. 

2. Retailers have never had sizing 
tools like these sizing recommenda- 
tions, and still have to learn how valu- 
able they can be. 

3. Retailers may not have become 
acquainted with the co-operative work 
on commodity standardization between 
industry and the National Bureau of 
Standards. 

Retailers can co-operate best, how- 
ever, by supporting the actions and 
decisions of their trade associations, 
and by signing the proper “acceptance” 
forms. An “acceptance” form is a spe- 
cial form provided by the Commodity 
Standards Division for registering ap- 
proval of given recommendations. The 
form can be obtained from your trade 
association or from the Commodity 
Standards Division. 

The number of “acceptances” in our 
files at any given time represents a cer- 
tain volume of production and distribu- 
tion of affected apparel items. When 
the volume of production on affected 
items, represented by the “acceptances” 
on file at the National Bureau of 
Standards, reaches 65 per cent of the 
national total, then the recommended 
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standard becomes sufficiently well 
recognized to be published and publi- 
cized as a Commercial Standard. 

Your merchandise men and buyers 
are probably acquainted with one or 
more of these recommendations, but 
they may not have realized that the 
success of this program is really up to 
them. They may not know that the 
difference between success and failure 
may be the signatures representing 
only a few important companies. Ob- 
viously, if no single firm signed an 
“acceptance” there would be no stand- 
ardization. Likewise if 50 or 60 per 
cent of the national production has 
signed, then a few additional endorse- 
ments can easily represent the differ- 
ence between success and failure. 

If any retailer reading this has not 
seen copies of TS-4000, TS-4093, or 
TS-4400, the Commodity Standards 
Division will be pleased to send copies 
on request. All of these recommenda- 
tions are in final form. In other words 
they have reached the point where the 
next step is for you as retailers to make 
your decision regarding endorsing 
them. The National Bureau of Stand-. 
ards provides the machinery for achiev- 
ing standardization voluntarily; to 
make it function effectively your par- 
ticipation is essential. 








The Values of Personnel Testing 
in Retailing 


LAWRENCE F. GREENBERGER 


Experience, the best teacher, has 
taught us that we cannot solve the 
many problems that confront us in the 
field of retailing until we first solve the 
human element in them. The tremen- 
dous emphasis which top management 
now places on the importance of build- 
ing and maintaining good human rela- 
tions indicates that, at long last, the 
problems involved in selection and 
training of human resources are gradu- 
ally being given the recognition they 
deserve. Without top management's 
faith and support, no personnel pro- 
gram can really ever succeed; for 
line supervisors tend to regard as im- 
portant what top management regards 
important. 

How can a personnel testing program 
aid in building and maintaining good 
human relations ? 

1. All of us have assets and liabili- 
ties. As executives, first of all, we 
should “learn” ourselves. Certainly if 
we are to supervise and train others 
better, we need to know ourselves bet- 
ter. A testing program can aid in giv- 
ing us an objective analysis of our 
abilities, liabilities, aptitudes, interests, 
personality characteristics, and skills. 
With this knowledge we know where 
we need to improve. 

2. Testing can help take much of the 
guesswork out of current personnel 
practices. The experiences we _ lived 
through during the Second World 
War, when there was so great a short- 
age of man power, as well as recent de- 
velopments in the field of labor rela- 
tions, have pointed up more than ever 
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before the crucial need to fit people and 
jobs together. Sometimes after strug- 
gling to find the best man for a job, 
we discover later to our dismay that 
the job is not always the best for the 
man. 

3. Testing can be of considerable 
help in interviewing, hiring, and plac- 
ing personnel. Testing should be re- 
garded as a supplement to, not as a 
substitute for, all other worth-while 
procedures in retail personnel methods. 

Testing can help management avoid 
hiring misfits. Nothing is more detri- 
mental to both the individual and the 
company than placing the wrong per- 
son in charge of others. To manage- 
ment, testing can be a real investment 
in increasing efficiency, reducing un- 
necessary costs, and improving produc- 
tion and service. To the applicant for 
a position, or an employee under con- 
sideration for a promotion, testing is a 
matter of genuine fairness, constructive 
vocational guidance, and real social 
work. The best way to keep failures out 
of an organization is to examine people 
more carefully at the source—the Em- 
ployment Office. 

Testing can decrease expensive fail- 
ures, reduce unhappy placements, and 
aid at the same time in discovering 
“diamonds in the rough.” The only 
thing we can tell from a person’s ap- 
pearance is—appearance. 

4. Testing can help us do a more 
effective training job. For how can we 
train anybody until we know what he 
has that is trainable? Test scores are 
to be regarded only as sign posts and 
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“straws in the wind.” Test results can 
be of much help in spotting cases where 
special help is needed and in indicat- 
ing what special type of training is 
desirable. 

No matter how “tight” the labor 
market, test scores will help manage- 
ment select the best applicants available. 

As a matter of fact, where it is 
known in the community that applicants 
must pass tests to obtain jobs in cer- 
tain stores, the weakest individuals 
tend to eliminate themselves by not 
applying. 

5. Testing can be of aid in adjusting 
employees who have problems in ad- 
justing. Test results reveal “square 
pegs in round holes” and a poor 
worker in one department can often 
become a good worker in another 
department. 

6. Testing can help management se- 
lect the right person for promotion. 
Tests can tell us something about an 
individual’s intelligence and trainabil- 
ity, personality characteristics, adjust- 
ment, interests, aptitudes, and knowl- 
edge of supervisory techniques. These 
factors are extremely important in 
every executive’s job and any help 
that tests can give in making a better 
selection for promotion is desirable. 

7. Testing should aid in decreasing 
turnover and in stabilizing a work 
force. Well-placed workers achieve a 
greater degree of job satisfaction and 
tend to stay longer on a job. 

8. There is evidence to indicate that 
persons selected on the basis of objec- 
tive tests tend to make fewer errors, 
less operating mistakes, and have fewer 
accidents. 

Studies in absenteeism have also re- 
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vealed that employees placed on jobs 
for which they were not suited by ap- 
titudes and ability were absent from 
work significantly more frequently than 
those who were placed on jobs that did 
fit their aptitudes and ability. 

The American Institute of Public 
Opinion ‘interviewed war workers in 
regard to plant efficiency. In response 
to the question, “What do you think 
is the greatest mistake that your com- 
pany makes?” it was found that as 
many workers stated “the hiring for 
certain jobs of workers whose abilities 
were not suited to those jobs,” as men- 
tioned “unfair wages” and “lack of a 
proper pay-scale.” 

Actually there is no defensible rea- 
son that job maladjustments should 
exist in critical periods, such as in time 
of war, or acute labor markets, or in 
peace. Retailing is particularly for- 
tunate in being the type of large busi- 
ness organization which employs many 
people in many varied types of jobs. A 
recent job analysis revealed that there 
are approximately 900 to 1,000 differ- 
ent jobs in a large department store. In 
fact a large store is a little world or city 
in itself, and applicants can be readily 
placed in jobs best suited to them. 

9. Management will always aim to 
place and keep on the pay roll the best 
workers available at all times, if selling 
and nonselling standards are to be 
built and maintained on a high level of 
performance. The relations between 
employers and employees will be im- 
proved if placements, promotions, and 
layoffs are based on objective test data, 
rather than mere subjective opinion. 
When concrete, objective, scientifically 
derived facts are introduced into a 
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discussion, out go emotion, tears, name- 
calling, and threats. 

10. The experiences in the United 
States Armed Services should be of 
guidance and help to all interested 
store managers who may seriously con- 
template instituting a testing program 
in their stores. First of all, it should be 
pointed out that the testing program 
received continued and strong impetus 
and emphasis, especially during those 
sorry days when bad news poured in 
from the fronts, casualty lists were 
large, and greater numbers of men 
were needed on the battlefields. As the 
war news got worse, more careful and 
extensive uses of tests were employed, 
both in induction and reception cen- 
ters. Thus it was recognized that, while 
a soldier is required to give unques- 
tioned obedience to orders, better work 
is accomplished when men and jobs are 
suited to each other. And in separation 
centers, men and women soldiers were 
given opportunities for testing and 
counseling in order to make more suc- 
cessful readjustment to civilian life. 

At the present time the Army is 
eager to attract large numbers of men 
to meet its authorized strength. Yet in 
current advertisements the Army boasts 
of its selectivity and openly declares 
that over 20 per cent of the volunteers 
fail to measure up to its minimum 
standards on mental tests. It is the 
writer's belief that such an advertise- 
ment constitutes excellent public rela- 
tions and eventually gets into the na- 
tional mind that Army standards are 
high and that one has to be high grade, 
certainly not “bottom of the barrel,” to 
enlist. As a result it is assumed better 
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people are attracted into 
service. 

Since approximately 16 millions of 
men and women took tests in the armed 
services, together with the fact that 
testing is coming more and more to be 
conceived as a regular part of voca- 
tional-guidance programs in our schools 
and colleges, little resistance to taking 
tests should be expected. 

During the six years that our testing 
program has developed in Kaufmann’s, 
there have been relatively few prob- 
lems and generally good acceptance. 
As a matter of fact, since the testing of 
all new employees in selling and non- 
selling classes was begun in September 
1945, there has not been a single case 
where an individual has refused to take 
the tests. This may be due to the ap- 
proach that was employed. The great 
majority of employees in Kaufmann’s 
are tested after they are hired and are 
already in the Training Department, 
thus eliminating any possible fears of 
not getting a job. And since test re- 
sults are made available promptly, 
Training Supervisors may have the 
benefit of scores to aid in instructing 
new workers. 

It should be reported that since Sep- 
tember 1941, when the first battery of 
aptitude tests was given to select em- 
ployees for promotional training, there 
has not been a case of refusal to take 
the tests. On the contrary, employees 
who had to be refused admission to the 
promotional course seemed to accept 
that fact better because the decision was 
based largely upon objective test data, 
rather than upon the personal opinion 
of a few individuals. 
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It can be generally stated that em- 
ployees and management are very re- 
ceptive to the program, and apprecia- 
tive of what it can do for them. Many 
prospective applicants for positions in 
Kaufmann’s have expressed their grati- 
fication after having taken the tests, in 
many cases stating that their esteem 
for Kaufmann’s is greater than ever 
because of the tremendous care and in- 
terest which the management takes in 
its personnel policies. 

In Kaufmann’s a complete battery of 
tests of intelligence, aptitudes and in- 
terests, personality, adjustment, and 
specific skills is available upon request 
to any employee in the organization. 
Each person tested receives the results 
in a private conference, and guidance 
and counseling are offered. Test papers 
are held in strict confidence and used 
to formulate plans for follow-up train- 
ing and counseling. A profile of test 
results is made available on request to 
the employment manager, personnel 
director, store manager, and members 
of top management. 

Groups of individuals tested in Kauf- 
mann’s include the following: 


1. All new employees and executives 
in initial sales and nonselling training 
classes. 

2. Pre-employment testing of all ap- 
plicants for training squad and junior 
executive positions. 

3. Pre-employment testing of all ap- 
plicants for shopping service, tele- 
phone, mail order, and switchboard 
departments. 

4. Pretesting of all applicants for 
promotional training courses. 
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5. Pre-employment testing of all ap- 
plicants for unit control and clerical 
positions. 

6. Pretesting of all employee or stu- 
dent applicants for scholarships. 

7. Testing referrals for vocational 
guidance. 

8. Testing preblem employees. 

9. Testing returning veterans. 

10. Testing any employee who feels 
he is qualified for more responsibility. 


POINTERS TO BE OBSERVED IN ESTAB- 
LISHING A TESTING PROGRAM 


1. Do not expect a testing program 
to solve all your personnel problems. 
Your program will be very successful 
if it can 1mprove your present batting 
average. 

2. Do not transplant a testing pro- 
gram that is successful in another store 
into your own organization. Build your 
own program slowly and custom-tailor 
it to your own needs. 

3. Do not regard tests solely as a 
tool for “weeding out.” Tests are also 
valuable in corroborating interviewers’ 
opinions and are of much aid in guid- 
ance and counseling. 

4. Avoid preconceived notions that 
the highest scores are always the best 
scores for any job. 

5. Avoid the clinical approach. 

6. A testing program should never 
be regarded as supplanting any other 
good personnel practices in use. Rather 
it should be used always as a sup- 
plement to every other defensible 
technique. 

7. Testing is a tool. Even when this 


(Continued on page 137) 








Be Dumb-and Sell 


James L. McEwen 


“You know, I suppose in a way it’s 
because I’m not as smart as the men I 
work with that I top the gang in vol- 
ume month after month. I’ve 
been able to figure out ahead of time 
whether a prospective customer is go- 
ing to buy or not. That isn’t like the 


never 


other fellows who know when they see 
a person approaching whether she is a 
‘looker’ or a ‘wrap-up.’ Many times 
they won't approach a customer be- 
cause they know they would be wasting 
their time. In fact, I’m so dumb I don’t 
know I have approached a ‘looker’ and 
many times / just go ahead and sell 
her. Yes, you might say thaf the reason 
I lead the department every month is 
because I sell so many ‘lookers.’ ”’ 

Bennie wasn’t being facetious when 
he said that in answer to my question 
about his success as a salesman. His 
modesty is one of his greatest attri- 
butes and makes him well liked by even 
the men he shows up. 

The importance of taking stock of 
the quality of our selling job is being 
avowed daily. Any time businessmen 
come together, through the printed page 
or over the dinner table, the topic of 
conversation will sooner or later get 
around to something like—*What are 
your organizations doing to improve 
the quality of the selling jobs being 
rendered?” Too often time allotted to 
the subject is taken up with generalities 
and explanations of what the “bosses” 
are doing with only a brief windup that 
brings the man or woman on the firing 
line into the picture. 

The master salesman of all time, Ben 
Franklin, gets credit for promulgating 
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the slogan, “Put yourself in your cus- 
tomer’s shoes!” Let’s put a new twist 
on that one and those of us who have 
any responsibility for improving the 
selling job our organization is doing 
try to get down to fundamentals by 
“Putting ourselves in our salesmen’s 
shoes!" As soon as we do that, we will 
experience little trouble in finding out 
a few of the more common enemies of 
a good selling attitude and they can be 
“dusted off’ one at a time. 

On every hand we can see evidence 
that the common tendency of many of 
our salespeople, and often many of our 
really good ones, is setting up a mental 
hazard or fixation, frequently before a 
word is exchanged, that the customer 
is not really interested in buying and 
that the sale cannot be made. This de- 
terrent to a good, confident, assured 
selling manner that bespeaks success 
and a helpful attitude from the moment 
the customer is approached reaches 
serious proportions by keeping a large 
number of our potentially superior 
salespeople in the mediocre class. Mrs. 
Customer is altogether too obliging in 
this respect and, if we do not expect her 
to buy, she usually does not. Her will- 
ingness to co-operate is just as marked 
on the other side of the issue, however, 
and the cash register sings out the re- 
sult of a sale conducted in the man- 
ner of “I know you came in to buy.” 

So let’s develop a good slogan to use 
and use and use until it becomes second 
nature for all our salespeople. It might 
be—Don't pick your customers or per- 
haps we should take a tip from Bennie 
and just “Be dumb—and sell.” 
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Retail Operating Ratios: A Tool for 
Management 


Rospert L. TEBEAU 


An increasing number of small re- 
tailers, acutely conscious that they are 
in business primarily to make money, 
are using operating ratios as one ap- 
proach to more profitable operation. 
Large retailers, particularly department 
stores, have found them an important 
management tool for many years. 

Profitable operation is an obviously 
desirable objective. It involves—among 
other things—judicious control of ex- 
penses and proper buying and selling 
policies. But many small retailers have 
learned that too wide a spread between 
merchandise costs and selling prices 
can reduce sales volume and wipe out 
profits, while too narrow a spread may 
leave insufficient margin to cover neces- 
sary expenses of operation. Similarly, 
expense reduction can easily be car- 
ried beyond the point of diminishing 
returns. 

In his constant campaign to keep 
costs under control, the retailer needs 
some way of recognizing those which 
are out of line. The term itself implies 
some set of standards or norms. Such 
standards are provided by operating 
ratios. 

Essentially, operating ratios are the 
averaged operating statements of a 
group of concerns engaged in the same 
line of business. To be meaningful, 
these concerns should be operating un- 
der roughly similar conditions; it 
would undoubtedly be misleading to 
average the operations of a super- 
market, a neighborhood grocery-and- 
meat store, and a crossroads food mar- 
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ket. But, assuming the concerns in the 
group are wisely chosen, there is much 
to be learned from a comparison of an 
individual store’s operations with those 
of a group of similar enterprises. 
Unfortunately, the demand for oper- 
ating ratios is much greater than the 
supply. People contemplating going 
into business can use them to estimate 
their capital requirements and plan 
their first year’s operations. Using 
standard ratios, accounting firms are 
better able to advise their clients. Man- 
ufacturers have used them to safeguard 
the financial health of their distribu- 
One recent instance found a 
group, which was under an antitrust 
indictment, sponsoring an operating 
ratio survey in an effort to show that 
the alleged illegal acts had at least not 
had the effect of raising the profits of 
the defendants above the level obtained 
by other lines of business in the same 


tors. 


years and places. 

The compilation and use of operat- 
ing ratios is a development of the past 
30 years. And since a survey of this 
co-operative undertaking 
which involves prying current operat- 


sort is a 


ing figures loose from a group of con- 
cerns that are in direct or indirect com- 
petition with one another, it has obvi- 
ously not been possible for single firms 
to conduct with any 
marked degree of success. Most have 
been made by universities, trade asso- 
ciations, and government agencies. A 
sprinkling have been made by account- 
manufacturers, and trade 


such surveys 


ing firms, 
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publications. And a substantial number 
have been made by Dun and Brad- 
street, Inc. 

A by-product of the security regis- 
tration provisions of the Securities Ex- 
change Act has been a program of 
publication of combined financial state- 
ments of various groups of corporations 
registered with the S.E.C.' Most of 
the Commission’s emphasis, however, 
has been on manufacturing. In the 
early thirties, the Department of Com- 
merce conducted several studies of op- 
erating and distribution costs. Recently 
its efforts regarding standard ratios 
have been concentrated on publishing 
and distributing ratios compiled by 
others. The Federal Trade Commission 
a few years ago compiled operating 
and balance-sheet statistics on a large 
number of groups of manufacturing 
corporations,” and it is understood that 
present plans call for the collection of 
current figures. Ratios for several retail 
trades were included in the nine-part 
Report of the Federal Trade Commis- 
sion on Distribution Methods and 
Costs, published in 1944 and 1945. Op- 
erating figures were collected by 
O.P.A. in the course of its price-fixing 
activities. Some of these are currently 
being released in ratio form. 

Of the retail trade associations com- 
piling operating ratios, the National 
Retail Hardware Association began in 
1922; the National Association of Re- 
tail Clothiers and Furnishers in 1929; 
the National Retail Furniture Associa- 


1 Survey of American Listed Corpora- 
tions (Washington, D.C.: Securities and Ex- 
change Commission). 

2 Issued in 1940, 1941, and 1942 under the 
series title /ndustrial Corporation Reports. 


tion in 1934; and the National Retail 
Dry Goods Association in 1923. In ad- 
dition to conducting annual studies of 
departmental operations of department 
stores, the N.R.D.G.A. has for many 
years financed the surveys of ‘“Oper- 
ating Results of Department and Spe- 
cialty Stores’? conducted annually by 
the Harvard University Bureau of 
Business Research. 

Harvard University was one of the 
earliest, if not the first, compilers of 
operating ratios. Its series of Bureau 
of Business Research Bulletins, which 
has now run to No. 127, got under way 
in 1913 with a study of the expenses 
of shoe stores. In recent years, Har- 
vard’s operating cost studies have been 
restricted to annual surveys of depart- 
ment and specialty stores, as mentioned 
above, and of limited price variety 
stores. 

Ohio State University has also done 
considerable work of this type, as have 
the University of Colorado, Indiana 
University, the University of Ne- 
braska, and the University of Michigan. 

Mention should also be made of the 
annual Lilly Digests of drug-store op- 
erations, by Eli Lilly and Company; 
the retail ratios published by Electrical 
Merchandising, Meat Merchandising, 
and Progressive Grocer; and the Trade 
Statement Studies made by Robert 
Morris Associates. 

Dun and Bradstreet’s standard ratio 
program was initiated in 1933, and 
ratios for a large number of manufac- 
turing, wholesaling, retailing, and serv- 
ice lines were compiled. Recent Dun 
and Bradstreet surveys have been 
chiefly in the retail field : 50 trades were 
surveyed for 1939, while more recent 
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figures have been compiled for two of 
these trades. In this connection, men- 
tion should be made of the ratios com- 
piled annually for 70-odd lines of busi- 
ness by Roy A. Foulke, vice-president 
of Dun and Bradstreet, Inc. These are 
“financial” or “balance sheet” ratios 
rather than “operating” ratios,? and 
they can be put to most effective use in 
financial analysis. 

A summary of the 1939 ratios com- 
piled by Dun and Bradstreet for 50 re- 
tail trades is presented in the table. For 
each trade surveyed, the table shows 
the typical gross margin, net profit, 
total expense, owners’ salaries, em- 
ployees’ wages, occupancy expense, ad- 
vertising, and bad-debt losses, each as 
a percentage of net sales; also typical 
rate of inventory turnover and the me- 
dian dollar sales per store. 

Ratios typical of 1947 operations 
would undoubtedly be preferable in 
any current application aimed at in- 
creasing profits. Yet variations fron 
year to year are not, in major features, 
sizeable. As pointed out by Walter 
Mitchell, Jr.: 


Comparison of similar trade surveys con- 
ducted in various countries and at various 
times yields the remarkable conclusion that 
it does not matter what the price level, liv- 
ing standard, language or customs of the 
country may be, for they have very little 
effect on operating ratios. Dr. Julius Hirsch 
finds that “the percentage of gross margins 








3 Though no standard terminology is in 
use, it seems desirable to designate as “op- 
erating ratios” those which show the rela- 
tionship between items on the operating 
statement; as “balance sheet ratios” those 
showing the relationship between balance- 
sheet items; and as “financial ratios” those 
showing the relationship between an operat- 
ing statement item and a balance-sheet item. 
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and costs in the most industrialized European 
countries are usually very similar, and often 
even srikingly similar to those in the United 
States.” A comparison of Dun and Brad- 
street surveys over a period of years shows 
that, while profits change with business con- 
ditions, margin and expense ratios fluctuate 
neither widely nor rapidly. In short, the 
standard ratios of retailing are in some de- 
gree international, immortal, and inherent 
characteristics within each trade.4 


A comparison of the 1939 ratios with 
those of 1944 for men’s furnishings 
store (see chart on page 137) shows 
very little change in gross margin, but 
a fairly substantial increase in net 
profit, traceable mainly to decreased 
operating expenses during the war as 
compared with prewar.® 

Putting the ratios to work is not 
excessively difficult, and it is likely to 
repay the time and effort several times 
over. Many a shaky retailer has been 
able to avoid operating losses and even- 
tual bankruptcy by a store health ex- 
amination followed by an _ obvious 
course of treatment aimed at merchan- 
dising and financial recovery. Many 
another has been able to raise profits 
to new high levels by the same treat- 
ment. Both diagnosis and prescription 
are made far simpler by standards and 
attainable goals such as are provided 
by retail operating ratios. 

The health examination of a retail 
store consists of six steps: 

1. Obtaining standard ratios suitable 
for application to the operations of the 
store 


4 Standard Ratios for Retailing (New 
York: Dun and Bradstreet, Inc.), 1940, p. 
Vili. 

5 From Robert L. Tebeau, “Retail Operat- 
ing Ratios: New Figures for Men’s Furnish- 
ings,” Dun’s Review, August 1946. 
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TypPicAL OPERATING AND MERCHANDISING CHARACTERISTICS OF 50 RetTAiL TrRApEs, 1939 
Wages of 


Salaries of All Occu- Inven- 
Total Owners Other  pancy Bad Profit Gross tory 
Net Sales Ex- and Em- Ex- Adver- Debt or Mar- Turn- 
TRADE Per Store pense Officers ployees pense tising Losses Loss (L) gin over 
Dollars ——_—_—_— Per Cent of Net Sales————-_—_ —, Per Year 
Foops, BEVERAGES, 
AND RESTAURANTS 
Alcoholic beverages ....... 28,100 24.2 9.8 5.4 3.3 0.5 0.4 2.6 26.8 6.6 
Bakery shops ............. 29,900 48.0 11.0 20.9 6.1 0.7 0.2 6.0 54.0 13.8 
Confectionery .........+... 11,200 29.3 12.0 6.6 6.6 0.5 0.3 4.8 34.1 10.8 
Dairy and poultry products 37,500 35.5 8.6 12.1 3.4 0.9 0.6 3.7 39.2 35.9 
Drinking places, 
taverns, and bars ....... 17,700 31.9 10.8 9.0 5.9 0.4 0.7 4.0 35.9 15.8 
CUED: 0 SC oh.id ho de eh d's 21,300 16.9 7.0 4.2 2.6 0.6 0.4 1.5 18.4 10.0 
Groceries and meats ...... 31,400 17.3 5.7 5.6 re 0.6 0.5 1.9 19.2 13.5 
Groceries with filling station 17,150 15.7 7.9 2.7 2.8 0.3 0.8 1. 16.8 a1.0 
SE Sid. s cuwbohoweien as 29,800 21.7 7.8 6.2 3.0 0.4 0.3 1.8 23.5 50.8 
Restaurants and 
other eating places ...... 20,500 39.2 8.3 16.3 6.8 0.6 0.4 4.1 43.3 25.9 
GENERAL MERCHANDISE 
AND FARMERS’ SUPPLIES 
Country general stores .... 19,550 15.4 6.2 2 2.2 0.5 0.8 2.5 17.9 3.9 
Dry goods and general 
rT 26,100 25.1 8.2 6.7 3.9 Be 0.5 3.0 28.1 2.0 
Farm implements ...... ‘ 48,600 18.7 6.2 5.4 2.0 0.4 0.5 1.0 19.7 2.9 
Farmers’ supplies ........ 59,000 15.0 4.2 4.3 1.9 0.3 0.5 2.5 17.5 8.7 
Limited-price variety ...... 17,400 26.5 9.4 7.2 5.1 0.8 ).2 5.0 $1.5 2.8 
APPAREL 
ET eer 15,000 61.9 17.3 26.8 8.0 1.6 0.9 1.3 63.2 By 
Family clothing (including 
children’s shops) ......-- 27,800 27.3 8.4 6.9 4.7 1.3 0.6 3.3 30.6 2.0 
TE: shin cals auiedee hans 4anee 25,400 44.6 14.4 10.5 6.9 2.5 0.6 5.6 50.2 2.0 
Lingerie, hosiery, millinery, 
err rere 8,600 32.5 12.6 6.8 8.0 1.0 0.2 3.3 35.8 2.8 
BS MIE ovis ose ces 29,150 28.3 9.6 6.5 4.5 1.5 0.6 3.5 31.8 1.8 
Men’s furnishings ........ 20,900 33.2 11.3 6.4 8.3 1.2 0.5 1.0 34.2 1.9 
SE Sia imcb eae bie bie 4s whe 22,000 30.7 10.4 7.3 6.0 2.0 0.3 2.2 32.9 1.8 
Women's ready-to-wear .... 20,000 28.7 9.2 7.0 5.3 1.2 0.4 1.8 30.5 3.8 
AUTOMOTIVE 
Automotive accessories 
Rr Orr errr 24,900 29.1 8.8 9.1 3.7 1.1 0.8 5.2 34.3 3.0 
he eae 18,700 22.3 8.8 5.8 4.3 0.4 5 2.0 24.3 15.9 
Garages (with repairing) .. 16,800 46.8 14.9 15.9 6.8 0.8 1.0 2.1 48.9 4.0 
Motor vehicles .........:- 136,500 15.9 ao 6.5 1.5 0.6 0.3 he 37.1 8.3 
FURNITURE AND 
HovseHo_p Wares 
Electric and gas 
household appliances .... 24,400 32.8 10.1 10.7 3.5 1.5 0.5 1 35.3 4.6 
PROOF GCUVETENGD 20s cccecess 25,800 34.7 12.6 10.0 4.4 1.0 0.5 2.3 37.0 3.1 
a rae rr re Ler 37,700 33.7 8.9 9.8 5.1 1.6 1.0 4.4 38.1 2.7 
Furniture and undertaking 25,200 37.5 12.2 8.4 4.7 1.5 1.5 4.6 42.1 1.9 
House furnishings ........ 24,700 37.2 12.5 11.3 5.2 1.0 0.7 2.2 39.4 2.8 
PGE | Avie uu axeewsaoecens 6 8,600 42.1 19.8 10.0 eT 2.4 0.8 2.4 44.5 3.9 
BuiLpinG MATERIALS 
AND HARDWARE 
EE TCT CCE ET Oe 24,300 26.7 8 7.6 4.0 0.9 0.6 2.4 29.1 2.0 
Paint,. wallpaper, and glass 18,700 32.7 134 $.2 4.2 1.3 0.8 aa 34.9 2 
Hardware and 
farm implements ........ 44,100 20.6 6.5 6.2 2.3 0.6 0.5 0.2(L) 20.4 2.4 
Hardware and furniture ... 31,200 26.9 9.2 7.5 3.5 0.9 1.0 3.0 29.9 1.9 
Lumber and 
building materials ...... 59,800 24.0 6.5 8.2 2.4 0.5 0.8 2.9 26.9 3.2 
Otuer RETAILING 
ee ee eee 30,500 34.8 9.7 10.2 6.2 1.0 0.1 0.6 35.4 2 
Cigar stores and stands ... 15,000 21.6 9.2 4.8 5.6 0.3 0.3 2.3 23.9 8.0 
Coal and other fuel ....... 33,000 27.3 8.4 8.6 2.2 0.6 0.6 2.8 30.1 8.0 
(EP Re ee ee re 21,500 28.1 9.6 7.8 4.8 0.9 0.3 2.4 30.5 bE 
Gifts, novelties, 
ree 8,900 36.0 15.4 6.1 9.7 0.9 0.5 6.3 42.3 1.8 
Ee 17,550 43.6 17.0 10.4 6.4 24 1.0 5.3 48.9 1.1 
NN 5 ts vada need e 16,300 59.1 16.0 17.7 3.1 1.1 0.9 3.0 62.1 1.3 
Musical instruments ....... 19,650 37.6 12.4 10.2 4.7 2.2 0.4 2.1 39.7 3.0 
Florists and nurseries ..... 15,700 53.3 15.4 16.9 6.0 1.4 0.6 5.1 58.4 3.7 
Office equipment 
NG inca de base 165,000 37.4 10.4 13.3 4.0 1.2 9 3.0 40.4 re 
Sporting goods ............ 26,100 30.5 10.5 ja. a> 43. Oe 37° 333 3.1 
ee, ees Perr eer rrr 25,200 30.0 10.1 7.9 5.7 0.9 0.3 3.0 33.0 2.9 


* Not available. _ 
Source: Adopted from Standard Ratios for Retailing (New York: Dun and Bradstreet, Inc.), 1940. 
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2. Setting down on a worksheet the 
store’s operating figures 

3. Computation of percentages and 
ratios 

4. Comparison of the results with 
standard ratios 

5. Selection of “goal ratios” 

6. Preparation of the budget 
The first four steps are diagnosis, the 
last two a prescription of treatment. 


STEP ONE 


The first step is sometimes the most 
difficult. If ratios for the trade in ques- 
tion have been compiled, it remains 
merely to get them and put them to 
work. 

Incidentally, it is not always easy to 
find out whether ratios are available 
for a given trade. The writer recently 
made an exhaustive canvass of all 
known ratios—operating, balance sheet, 
and financial—with a view to possible 
publication of an index and directory 
which would show what ratios, if any, 
have been compiled for any given line 
of business, for what years, and by 
whom. In the course of the research 
for this project, there was encountered 
a great deal of reluctance on the part 
of the compilers of a few of these ratios 
to authorize even a reference to the 
fact that such ratios were in existence. 

Secondly, there is no assurance that 
the directory in its present status, after 
eight months of research, is in any 
sense complete. The literature in this 
field is unusually sparse and not read- 
ily accessible, and there is no way of 
telling when complete coverage has 
been reached. 

Ordinarily, however, it will be pos- 
sible to find out whether ratios are 
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available, either from the trade associa- 
tion or trade publication or similar 
sources.® 

If no ratios (or no recent ratios) 
have been compiled, the retailer’s prob- 
lem is to get someone to compile them. 
This is no simple matter, because it 
involves getting from a group of simi- 
lar, usually competing, concerns a 
record of the intimate details of their 
operations—figures which the average 
firm is understandably reluctant to dis- 
close to anyone under any circum- 
stances. Secondly, it involves a statis- 
tical operation which, though not 
unusually complex, is still a tricky one 
and, though not prohibitively expen- 
sive, still cannot be done for nothing. 

If the retailer belongs to a trade as- 
sociation, his best course is to get the 
association behind the project, either 
to compile the ratios itself or to farm 
out the survey to any of the numerous 
organizations which have the facilities 
and the know-how for doing work of 
this type. 

In 1945 the American Trade Asso- 
ciation Executives appointed a special 
committee to report on the compilation 
of ratios by trade associations. The re- 
sult was a very illuminating hand- 
book,’ certainly more useful to a trade 
association contemplating a ratio study 
than to a retailer in need of ratios to 
apply to his own operation, but the im- 
portant thing here is that the A.T.A.E. 
recognized the value of such ratios and 

® The writer will be glad to answer ques- 
tions on the availability of data for specific 
trades. 

7 Financial and Operating Ratio Surveys 
by Trade Associations (Washington, D. C.: 
American Trade Association Executives), 
1946. 
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advocated that trade associations get 
busy and compile them. 


STEP TWO 


Many cost-of-doing business sur- 
veys provide worksheets for the con- 
venience of retailers attempting to ap- 
ply the results of their own stores. 
However, a completely satisfactory 
worksheet can be set up on a sheet of 
plain paper, and with a minimum of 
effort. 

The first column should consist of a 
listing of the names of the standard 
ratios. In the case of the trades shown 
in the table, the column would read: 


1. Net sales 

2. Cost of goods sold 

3. Total expense 
a) Salaries of owners and officers 
b) Wages of all other employees 
c) Occupancy expense 
d) Advertising 
e) Bad debt losses 
f) All other expenses 


In the second column of the work- 
sheet should be entered the dollar fig- 
ures of the retailer’s most recent oper- 
ating period, preferably a full year, but 
a shorter period if mecessary or 
advisable. 

The retailer's expense classifications 
will usually be carried in greater detail 
than shown by the standard ratios, so 
that some combining will have to be 
done to ensure comparability. 


STEP THREE 


The reduction of the dollar figures 
to percentages and ratios is a simple 
matter, involving the division of the 
net sales figures into each of the other 
operating statement items; inventory 


turnover is computed by dividing aver- 
age inventories at cost by cost of goods 
sold. The results should be entered in 
the third column. 


STEP FOUR 


The store’s own ratios should next 
be compared with the standard ratios. 
Usually a cost-of-doing-business sur- 
vey produces several sets of ratios, so 
that the retailer can make his choice 
from the one or two _ representing 
groups most like his own in size, policy, 
and similar respects. The men’s fur- 
nishings store survey, referred to pre- 
viously, provided breakdowns by size 
of store, rate of profit, form of organi- 
zation (corporation, partnership, indi- 
vidual owner), size of city, credit 
policy, price class of merchandise 
handled, type of shopping location, and 
proportion of “clothing” sold (as op- 
posed to “furnishings’’). 

A survey might show that the high- 
est profit rate was earned by the group 
of stores handling the largest sales 
volume. But it would not be much help 
to tell a small retailer that the way to 
increase his profit rate is to double or 
triple his sales volume, without ex- 
plaining how that merchandising mira- 
cle is to be performed. What he can 
use, however, are tips on how to op- 
erate most efficiently at his own sales 
level. 

On the worksheet, therefore, in the 
next two or three columns should be 
copied the two or three sets of ratios 
which seem most directly applicable to 
the store in question, considering its 
size, location, policies, and other 
characteristics. 

Comparison of the store ratios with 
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the standard ratios should now be 
made, with particular attention to devi- 
ations. The retailer, from his knowl- 
edge of trade, will be able to decide 
which deviations are (a) to his advan- 
tage, (b) to his disadvantage, or (c) 
of no significance. 


STEP FIVE 


The “goal ratios” can now be selec- 
ted—ratios which to the retailer seem 
reasonable and attainable in the light 
of his own practical experience and the 
standard ratios used for comparison. 
The gross margin ratio should be se- 
lected only after careful consideration 
of local competitive conditions. An ex- 
pensive location or extra services to 
customers may necessitate a gross mar- 
gin considerably above the “typical” in 
the trade. Or intense competition may 
limit the margin; an unfavorable loca- 
tion may make low prices the only ef- 
fective weapon of competition. 

The same general procedure may be 
followed in selecting the goal ratios for 
the various expense items. However, 
an occupancy expense budget can sel- 
dom be set up solely by selecting ratios 
from the survey tables. It is the item 
over which the retailer usually has the 
least immediate control, because it in- 
cludes real-estate taxes, public-utility 
charges, and depreciation—inescapable 
whether paid directly by the retailer 
who owns his own store, or as rent by 
the storekeeper who rents his premises. 
This item must be budgeted with 
leases and taxes in mind, perhaps en- 
tered first in dollars and then computed 
as a ratio after sales volume for the 
next period has been estimated. 

Obviously the sum of the expense 
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ratios selected must equal the total ex- 
pense ratio. This, plus profit, must 
equal the gross margin ratio. The per- 
centages must be trimmed and adjusted 
until they fit. 


STEP SIX 


A budget can now be set up for fu- 
ture operations, based on the goal ra- 
tios selected in the preceding step. A 
budget can properly be laid out a year 
in advance, but it is not necessary to 
wait until the beginning of the year to 
start one. Projected sales and expenses 
may be laid out for the next quarter, or 
even by months. 

Budgeting and budgetary control 
are a large subject, outside the scope 
of this article. Interested retailers are 
referred to any number of good books 
on the subject. Budget forms are 
stocked by office stationers. 

For an excellent account of how the 
ratios may be applied to the operation 
of an individual store, the reader is re- 
ferred to Walter Mitchell’s “Two 
Retail Grocers Check Their 1935 
Performance.” * 

Standard ratios have been criticized 
as inadequate by some students of mar- 
keting ® on several grounds—that av- 
eraging the operations of a group of 
stores does not necessarily produce a 
“standard” which other stores should 
be urged to aim at; that poor statistical 
work in the construction of standard 
ratios destroys their usefulness as 
standards; that the ratios cannot be 


8 Dun and Bradstreet Monthly Review, 
July 1936. 

®For example, Donald R. Longman, Dis- 
tribution Cost Analysis (New York: Harper 
and Brothers), 1941, Chapter III. 
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used by a store which is not, in all im- 
portant respects, just like the average 
store in the standard group; and that 
it is impossible to determine the 
sources of inefficiency in a store whose 
operations are, by the use of standard 
ratios, judged inefficient. 

In the opinion of others—including 
the writer—this is a form of trouble- 
borrowing. Reclassification and = sub- 
classification (for example, break- 
downs by sales volume, population, 
rate of profit earned, etc.) can pro- 
duce standards not only applicable to 
the individual store but also worth 
aiming at. Certainly the charge (which 
is justified) that some standard ratios 
are poorly constructed is not a justi- 
fiable criticism of the standard ratio 
approach. And admittedly, standard 
ratio analysis is not the complete 
answer to the problem of increasing 
operating efficiency. But it is one tool 
which, in conjunction with other tools 
now available to management, may be 
used to build a more profitable opera- 
tion. 

Distribution cost analysis is offered 
instead by many critics. Without ques- 
tion it is another tool which can be 
used to the same end. Because of its 
complexity and cost, however, it is 
simply out of the reach of the small 
retailer. 

Standard ratios will obviously not 
fit each retailer out with a matched set 


of expense items guaranteed to im- 
prove his business gain. The computa- 
tion of a few percentages and their 
comparison with the standard ratios 
will by no means yield rules of thumb 
to replace the sound business judgment 
by which a successful store is guided. 
But a knowledge of the recent experi- 
ence of other concerns in the same 
trade, operating under similar circum- 
stances, is of great assistance in mak- 
ing decisions and in following them 
through with the confidence that they 
are sound decisions. Furthermore, a 
study of standard ratio figures may 
confirm a previous suspicion about the 
effectiveness of particular merchandis- 
ing, personnel, advertising, or credit 
policies, lending the courage of con- 
viction to make profitable changes. 

Standard ratios based, as most are, 
on the experience of a small sample of 
stores cannot hope to give final and 
foolproof answers to all questions of 
merchandising and operating policy, 
and they cannot be expected to make 
every retail enterprise an outstanding 
success overnight. But they can, how- 
ever, bring the careful user somewhat 
nearer to the ultimate standard by 
which each business enterprise might 
be measured—the standard of what 
could be earned under ideal conditions 
if everyone in the enterprise worked 
hard all the time and used his head all 
the time. 
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Personnel Testing in Retailing 


(Continued from page 127) 


tool is used, a heavy premium must 
still be placed on the judgment of skill- 
ful interviewers. 

8. Be certain to use tests that are 
valid and reliable. 

9. Be extremely cautious in select- 
ing the persons who will do the testing. 
Nothing can do a testing program more 
harm than putting it in the hands of 
“crack-pots” or “would-be psychia- 
trists’ or “immature college gradu- 
ates” who may have taken a few 
courses in psychology. Let your testing 
be administered by mature people who 


December 1947 


have a good background in both testing 
and retailing. 

10. Never use any one test alone. 
Always use a battery of tests. 

11. Be sure the tests are given under 
good conditions, exactly as prescribed 
by the author, in order to obtain mean- 
ingful and comparable results. 

12. Testing should not exist as a 
separate department or be treated as an 
entity in itself. Rather it should be 
integrated into your policies for selec- 
tion, training, upgrading, counseling, 
and adjustment. 








Getting the Most Out of Store Personnel 


Epwarp J. WARMBIER 


Editor’s note: When Mr. Ellsworth asked Mr. Warmbier to write an article 
for the JouRNAL oF RetaiLinc, Mr. Warmbier said that he did not have time 
to write an article, but would outline what he was doing with personnel devel- 
opment at Spear and Company in a letter. We present the letter as Mr. Warm- 
bier sent it, because we feel its vividness would be decreased if it were “edited” 


into more conventional form. 


Dear Dart: 

It was a genuine pleasure to spend 
some time with you while you were in 
Pittsburgh. In a moment of “friendship 
weakness,” I believe, I promised to 
send you a rather complete résumé of 
the work we are doing in the training 
field here in Pittsburgh. 

For a number of years, we have 
sought ways and means of developing 
a higher degree of efficiency among 
employees. During the era of low wages 
and long hours, management found 
little reason for doing extensive re- 
search in the field of training. During 
those years, management could “crack 
the whip” and thereby demand and 
achieve a certain minimum standard of 
production. At that time jobs, likewise, 
were scarce and the instinct of self- 
preservation produced a job perform- 
ance in keeping with the lower 
wage standard. However, times have 
changed. The whip of authority has 
been replaced with the baton of intel- 
ligent inspirational leadership; em- 
ployees’ wages have risen for many 
reasons ; the union movement has made 
job security a part of their contractual 
relationship; and, last but not least, 
high production and a demand for con- 
sumer goods has eliminated job scar- 
city to a large degree for the present 
time. In the not too distant future, 
management will be face to face with 
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the very severe problem of profitably 
operating under the higher wage levels 
and the lower concept of productivity. 
We are all conscious of a lessened pro- 
ductivity which has come over the 
American workman in the past decade. 
Our big job is to devise a sound and 
scientific means whereby industry is 
capable of profitable operation under a 
high wage level. This naturally im- 
plies corrective means on the current 
employee interpretation of productivity. 

As a part of this program, as you 
know, I have been engaged in three 
phases of the problem: 

1. The establishment of union con- 
tracts (13 unions) for a number of re- 
tailing and wholesale institutions 

2. The development of training pro- 
grams and their application 

3. The observance of results by the 
operation of an industry involving over 
1,000 employees 

I feel particularly fortunate in hav- 
ing the opportunity of making the con- 
tracts, directing and participating in 
the training, and then being able to 
convert both into a profitable opera- 
tion. Generally the three functions are 
divided. 

We have been a party to many meth- 
ods of training. Purely from a narra- 
tive standpoint, they might be classi- 
fied as follows: 

1. The “Must” We 
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that during the depression years and 
used it quite vigorously in unorganized 
groups. 

2. The “Know How” method. This 
method involved extensive teaching 
and the development of booklets on the 
commandments of job performance. 
This method followed the pattern of 
high-school and university teaching by 
supplying the facts concerning job per- 
formance under the assumption that 
the addition of all the facts might mean 
the use of some. Personally I became 
quite discouraged at how few of the 
facts were reflected in improved per- 
formance. 

3. The third method might be 
termed the ‘‘Justification’’ method. In 
this case we call the attention of the 
employees to their increased income 
and the improved working conditions 
and then proceed along training lines 
on the basis that the employee needed 
more knowledge to justify this income. 
It was not very fruitful because in 
some instances the employees did not 
credit the employer with their im- 
proved conditions. Their gratitude 
seemed to lean towards Local No. —. 
On the other hand, employees soon 
felt that their improved working condi- 
tions and increased income were some- 
thing to which they were entitled. 
They felt little need for measuring up 
to the new standard of income. There- 
fore, it likewise produced “spotty’’ re- 
sults. 

4. The fourth method was the 
“Wantu” method. We experimented 
extensively with our own employees 
and some outside groups on the theory 
that factual training was only of value 
if the trainee wanted the training in- 
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volved. We worked on the theory that 
employees wanted to earn more money, 
justify promotion, and enlarge their 
job security. Therefore, our training 
centered around the achievement of 
these ultimate objectives by the use of 
inspirational lectures and pamphlets. 
Over a period of two years we found 
encouraging results in certain depart- 
ments and in certain organizations 
where promotion took place frequently 
and where the ability to enlarge their 
income was reflected quite rapidly. In 
the main, however, this long-range in- 
spirational training approach seemed 
to wither as time passed. 

However, there was enough virtue 
in the ‘“Wantu” method to justify re- 
taining a portion of it under the new 
program about which I am most en- 
thusiastic. I think it contains the 
answer to our problem. It is a combi- 
nation of a long-range inspirational 
program with an immediate “payoff.” 
We are operating this program under 
the title “It Pays.” In our male gath- 
erings we refer to it affectionately as 
“If it doesn’t pay, to heck with it.” 
Every new approach must have a 
source, and knowing how you always 
ask “Where did you get the idea?” I 
will answer it before you ask. 

As you know, a considerable portion 
of my time has been spent on the lec- 
ture circuit. 1 have been vitally inter- 
ested in the motivation and organiza- 
tion of people not only from a com- 
mercial standpoint, but from a social 
and civic standpoint. I have seen many 
groups organize and develop to a point 
of great strength and unity. Analyzing 
the means utilized by such groups I 
found that they had as an incentive an 
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attainable immediate objective. Analy- 
sis of one of these groups, namely, or- 
ganized labor, perhaps crystallizes the 
idea more thoroughly than any other. 
I asked the question, “Why were men 
and women of modest intelligence and 
limited educational background able to 
recruit so many converts so quickly to 
their cause of organization? Disregard- 
ing the contribution which impractical, 
unjust, and nearsighted employers 
made to the organization of labor, I 
found that their main source of rapid 
motivation was in their complete real- 
ism. Union leaders never offered their 
organization as a nice one to be a part 
of. They never featured it as fashion- 
able. They never tried to set them- 
selves up as leaders whom it would be 
a joy to follow. No, they simply sold 
organization on the basis that it would 
immediately accomplish for the indi- 
vidual workers, its members, some of 
the things, if not all of the things, that 
they wanted. It is a cold-blooded pro- 
gram. It is a realistic program. It is a 
practical approach. Therefore, we in in- 
dustry, in order to achieve a competi- 
tive and comparative control over our 
people to do certain things, train them 
to do certain things because of the im- 
mediate benefits which will be derived. 
So much for the background and the 
evolution behind what is proving an 
excellent program. 

The “It Pays” training program 
starts with the assumption that every 
moment spent in the training room 
or on the job under instruction must 
pay. Yes, the pupils must be exchang- 
ing their time, their mental and physi- 
cal effort for something very definite 
which they want. 


WHAT DO THEY WANT? 

Therefore, we open the program 
with a discussion, lecture, and forum 
method on “What do the employees 
want?” In order to dramatize this, we 
do not confine ourselves to our imme- 
diate industry only. We assume that 
men and women want certain things 
out of life, a large portion of which 
they achieve during their working day. 
Therefore, we have set up, as you will 
note, on the front of our cover a “Bank 
of Life” from which the things we seek 
as human beings are attainable. Each 
and every day of our life is “Pay Day.” 
It pays off with some of the things we 
want and sometimes the things we do 
not desire. Naturally in our training 
program we concentrate upon the 
things we want, such as_ increased 
popularity, happiness, security, promo- 
tion, health, and enlarged income. We 
assume, and rightly so, that by keeping 
our eye on the positive immediate ob- 
jectives we will avoid the negative 
payoff from the “Bank of Life” of un- 
happiness, unemployment, demotion, 
ill-health, and reduced income. The 
“Bank of Life” pays off positively for 
doing the right things in the right way 
at the right time. Its negative payoff 
naturally is the result of our doing the 
wrong thing in the wrong way at the 
wrong time. We find that most of our 
employees enjoy this “bank perspec- 
tive’ and quickly appreciate the fair- 
ness of its operation. It is important 
that complete understanding is reached 
upon this basic fundamental before we 
enter into the training program itself. 
It is imperative that every member of 
the program, in a spirit of enlightened 
self-interest, shall look upon his every 
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act from the standpoint of “How can it 
pay off from the Bank of Life?” This 
positive perspective in itself is a great 
motivating force. 

We are now ready to proceed with 
the training program. Experience has 
shown that a_ so-called conference 
method of training may become a 
rambling procedure. Individuals within 
the class who like to hear themselves 
talk will monopolize the available time 
on generalities to the detriment of the 
morale of the entire group. On the 
other hand lecture courses have their 
shortcomings. Our employees want to 
be more than a listening part of any 
program. Therefore, the “It Pays” 
program is a combination of both. The 
first portion of each training session is 
devoted to the lecture method, covering 
a very specific and limited field. I have 
found that we have been erroneous in 
the past by trying to teach too much to 
too many in too short a time. The 
human mind is capable of remembering 
and using only a limited quantity of in- 
formation at one session. The lecture 
portion is simply to stimulate thinking 
upon certain phases of our problem. 
Having completed the lecture and out- 
lined the procedure for making the 
factual content of the lecture capable 
of “Paying,” we then convert the 
session into a so-called constructive 
forum. This second portion concerns 
itself with the employees themselves 
outlining how they can make the in- 
formation which has been highlighted 
“pay.” In other words, the pupils are 
permitted to put the facts to work for 
their own self-enlightened (selfish) 
purpose. It becomes their program at 
this point. That is why at the end of 
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each caption in the “It Pays” program, 
you will find several empty sheets of 
paper. Upon each sheet the employee 
writes during the session the thinking 
which will pay off, the acts which will 
pay off, the information which is profit- 
able, and the right things to say and do. 
It represents their conclusions or the 
topic or job at hand. 

If there is disagreement about how 
any information or suggested pro- 
cedure will function, then it is dis- 
cussed and debated until a common 
conclusion has been achieved. If there 
still is a difference of opinion, we use 
the democratic process of voting to de- 
termine the majority opinion. Then in 
a spirit of good sportsmanship, this 
majority opinion becomes the opinion 
of all of us. It is rare, however, that 
this procedure must be utilized. 

Perhaps you would be interested in 
knowing how the topics are treated. 
Naturally a program of this kind can 
be made as long or as short as we de- 
sire, by covering more or fewer topics 
and covering them in greater or lesser 
detail. This phase of the program is still 
quite experimental. At the present time 
we have groups in training ranging 
from a six-week one hour per week 
program, to a fourteen-week one hour 
per week program. In the case of our 
salespeople, for instance, the program 
is on a fourteen-week basis. In the case 
of our deliverymen, it is on a six-week 
basis. The elevator operators and the 
porters are on a six-week basis. Our 
shop people and warehousemen are on 
an eight-week basis. It might be inter- 
esting to know that this program is ap- 
plicable to any type of employee. We 
are using it with all our department 








142 


heads and major executives on a 
twelve-week basis. 

As previously mentioned the first 
part of the program concerns itself 
with a concept of the source from 
which the worth-while things of life 
come. We call it the “Bank of Life.” 
We recognize that the directors of the 
“Bank of Life” are our employer, our 
associates, our wife or husband, our 
boy or girl friend, our parents and our 
children, and all of the other human 
beings who are a part directly or indi- 
rectly of our earthly journey. The first 
portion of the program concerns itself 
with life’s compensations, treated under 
the following captions : 


. Happiness 
Security 

. Marriage 
Promotion 

. Increased income 
. Health 

. Popularity 
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At the conclusion of each of these 
discussions and forum sessions, we con- 
sider the soundness of the rules cover- 
ing each of these objectives. Sometimes 
we add additional “guideposts” to their 
achievement in the discussion portion 
of the session. This is the part of the 
program in which we have preserved 
and incorporated the “Wantu” method 
previously employed. We find that 
people must clearly understand their 
objectives and the general route in 
which they must go to achieve them. 
The more fully they appreciate the 
need for building toward an objective, 
the more fully will they co-operate in 
the balance of the program. 

We are now prepared to go into the 
program itself. An analysis of human 
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behavior seems to break down logically 
and naturally into five classifications; 
namely, 


1. Right thinking (proper thinking) 

2. Looking right (proper appearance) 

3. Knowing the right answers 
(knowledge) 

4. Saying the right thing (use of 
knowledge) 

5. Acting in the right way (performance) 


We treat them under the caption of 
“What are we paid for?” For thinking 
right, for looking right, for knowing 
the right answers, for saying the right 
thing at the right time, and for acting 
in the right way. These captions pretty 
well cover the entire field of human be- 
havior. Right does not mean doing it 
necessarily in the instructor’s way. 
Sometimes in the discussion period we 
find the instructor’s way is not the best 
way. Therefore we utilize the full in- 
genuity of our people in determining 
what is the meaning of right. Gener- 
ally, however, the opinion of the stu- 
dents conforms with the definition as 
set forth by the teaching leadership. 
These captions are used in the order 
outlined because right thinking must 
come first before proper performance 
can be attained. Great emphasis is 
placed upon this caption and we have 
to date achieved marvelous results by 
attaining a better perspective on the 
part of the employees. I personally am 
convinced that most of our employees 
today know how to do their jobs rea- 
sonably well. By right thinking they 
more fully use their present knowledge. 
The topics outlined are then treated in 
part or whole at the various sessions, 
depending upon the length of the train- 
ing program. In order to make the 
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discussion interesting and to dramatize 
them, we treat the topics under the fol- 
lowing captions : 


I. “Jt Pays to Think Right” 
(This topic is divided into the following 
captions) : 


. People are nice—learn to like them. 
. Customers are invited guests. 
. There is always a little bit of bad 
among the good—even your boss. 
. The wounded hare falls victim to the 
dogs—keep well. 
5. Nothing great was ever accomplished 
without enthusiasm. 
6. The finest job in the world is the one 
which is mine today. 
. Gratitude makes the things we achieve 
worth while. 
8. Farmer Brown built a fire under his 
mule—we must build our own. 
9. Get into high gear quickly—you are 
wasting gas. 
10. We may not always be right but we 
can always—be sincere. 
11. It is easy to replay yesterday’s game— 
avoid faultfinding. 
12. The best way is their way. 
13. The tough customer is simply an oral 
examination of our ability. 
14. When it becomes a habit it’s easy. 
15. On top or under? 
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II. The subject “/t Pays to Look 
Right” 


1. Living in a world of mirrors—the eyes 
of other people. 

2. They like to see the finished product— 
not the product in the making. 

3. Being well dressed is being appropri- 
ately dressed. 

4. Mannequins cannot compete with live 
models. 

5. Pearly teeth are the portals through 
which words flow. 

6. Show yourself to the best advantage— 
avoid awkward poses. 

. Put your name on it—develop a per- 
sonalized smile. 


“NI 
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III. “Jt Pays to Know the Right 
Answers” is treated under the follow- 
ing captions: 


1. A language all its own—the vocabu- 
lary of our products. 

2. It pays to know who made it. 

. They like to know how it was made. 

4. Know the features and you may not 
need the details. 

. If you cannot find it you cannot sell it 
—know your stock location. 

6. If your products could talk—what 
would they say? 

. Convert technical facts into the human 
services they render. 

8. “Why, Daddy ?’—justify your opin- 

ions and statements. 

9. What’s new today? 

10. They love an enthusiastic greeting. 

11. People love to hear their name. 

12. It is easier to go down a hill than up. 

13. Every product has a relative—sugges- 

tive selling. 
14. To find out what people want—listen. 


we 
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These are the captions for the sales- 
people. In the case of the nonselling 
members of our organization we are 
treating this major division under the 
following captions: 


. What is the responsibility of my job? 

The how and why of my job. 

. Making my job easier. 

. Doing my job quicker. 

. Doing it better. 

6. The part my job plays in 
plishing our major objective. 

. Putting habit to work for me. 
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IV. The caption “/t Pays to Say the 
Right Thing” is treated under the fol- 
lowing captions : 


1. Tell them what they want to hear. 

2. How you say it can be as important as 
what you say. 

3. Avoid being a living juke box. 

4. Use verbal shorthand—10 well-chosen 
words equal 1,000 random words. 
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. Practice what you want to say—well. 


un 


6. Give a choice on everything except 
“ves” and “no.” 

7. “Because” the fountain of proof. 

8. “I’m sorry” soothes anger. 

9. “Hello, Kids” !—they are important. 

10. Tell them your name—stop hiding. 

11. A good “goodbye” means “come 


again.” 

12. They have “a word for it” in every 
language—“Thank you.” 

13. “Will be with you in just a moment” 
makes them wait patiently. 

14. “While you are here” is a bridge be- 
tween sales. 

15. “They go well together” means extra 
volume. 


For nonsales groups, we use in addi- 
tion to the captions enumerated the 
following : 


1. The language of my job. 


Naturally we skip lightly over or skip 
entirely some of the captions which are 
exclusively sales and devote a longer 
period of time to the phraseology of the 
job. 


V. “It Pays to Do the Right Thing” 
is treated under the following captions : 


1. Customers come first—your routine 
duties second. 

2. Get the house ready for the invited 
guests. 

3. Be on your toes—act alive. 

4. Meet them promptly, if you can; if 
not, recognize them promptly. 

5. Present merchandise with respect and 
appreciation. 

. Listen well—then act promptly. 

. Show your wares to prove your words. 

Show a range of products to meet 

purse and purpose. 

9. Complete your sale accurately. 

10. Send it home right—proper packaging. 

11. Watch the comfort of your customer. 


NID 


12. Count it back—into their hand. 
13. There is no substitute for effort— 
work at your job. 


In addition to the above m the non- 
selling departments, we cover the fol- 
lowing topics: 


1. The right and wrong way. 

2. Keeping off the other fellow’s toes. 
3. The race against time. 

4. My friend—habit. 


As you will note, we try to work 
under captions which lend themselves 
to dramatization and to a certain 
amount of teaching romance. The lec- 
ture portion fully develops the title in a 
general and sometimes a very specific 
manner. The extent to which it is de- 
veloped depends upon the group being 
taught. 

Dart, the proof of any pudding is in 
the eating. I have tested this course 
with employees in the following classi- 
fications in retailing: deliverymen; 
shopmen; salespeople; department 
heads; executives, including owners 
and boards of directors; elevator op- 
erators, porters; cashiers ; wrappers ; 
interviewers ; and engineers. They like 
it. In the very act of liking it they par- 
ticipate enthusiastically. Their enthusi- 
asm seems to carry over when they get 
back to their respective jobs. Natur- 
ally it does not do everything for us 
that we would like to do but we both 
realize that we cannot change the bad 
habits of the past years in one easy 
lesson. I have had an opportunity to 
test it in other industries. Their results 
have been similar to ours. It might be 
interesting to note that the unions in- 
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volved have been reasonably enthui- 
astic in their co-operation. I consider 
this quite a victory in view of the fact 
that they have been indifferent and ac- 
tually in opposition to the so-called 
“more production” training programs. 
Their changed mental attitude is 
largely due to the point of view with 
which we approach this training pro- 
gram. 

We have been using this program 
with the printed cover and mimeo- 
graphed the content. At the present 
time it is at the printer’s and, as soon 
as the printed copies are completed, I 
will send several to you. I appreciate 
your interest and can truthfully say 


that over the past decade, my associa- 
tion with you “HAS PAID.” 
Sincerely, 
Ed 

P. S. You will note on the back in- 
side cover is a self-analysis chart. At 
the beginning of each training session 
we erase the x’s which have been 
placed at the previous session under 
the Yes or No. Then at the conclusion 
of the session we once more rapidly go 
down the list of twelve questions and 
recheck them. The purpose of this is 
to impress deeply the need for develop- 
ing those twelve fundamental perspec- 
tives. It is surprising how they change 
from week to week. 


SELF-ANALYSIS CHART 


Note: Use pencil so that it can be easily erased and used again. 


- - - - “ @@f6¢6e .. es80en80 





serene 


eeeeee 


1. Am I conscious of the value of time? 
2. Do I try to make friends wherever possible? - - eo Meee meter 
3. Do I have a major objective in life? 
4. Have I set an attainable goal for the immediate future? we soll ei. EG, 
5. Am I able to take instruction and direction gracefully? - eee ee 
6. Am I desirous of learning? - 
7. Am I conscious of the important part that habit (good and bad) 
plays in my life program? - - - - - 
8. Am I conscious of the value of appearance in my social and 
economic life? - - - - - - - 
9. Am I willing to set aside a regular and limited period of time for 
study and self-improvement? - - - - - 
10. Do I realize fully the importance of “giving” in order to “receive” ? 
11. Am I dependable at all times? - - 
12. Am I giving fully of my mental and physical energies to gain my 


objectives ? - - . we - 4 x 
Use above checklist at 30-day intervals. 


Success and happiness are rarely denied to those who can honestly check “yes” to the above 
self-analysis questions. 


December 1947 








A Retail Market in One Economic World 


Joun H. Cover 


A recent survey of Cumberland and 
Allegany County, Maryland, impressed 
us again with the intricacies in the re- 
lationships between retailing and the 
myriad other economic activities of a 
community. 

Cumberland is the second largest 
city in Maryland; is dominated by two 
large manufacturing concerns; and 
continues its historical position as the 
distributive center of an area includ- 
ing parts of three states. 


TRADING AREA OF CUMBERLAND 


In analyzing the trade area of a 
community, we frequently overlook the 
basic significance of two-way com- 
merce. A local merchant measures the 
radius from the main entrance of his 
store to the most distant customer, 
while a seller outside the community 
may think of the market as a pin point 
on his map or as a spot within a postal 
zone. 

A community’s trade relations with 
areas beyond its official borders are as 
diverse as the products marketed. 
When this community is a manufactur- 
ing center, as well, the reaches for raw 
materials, fuel and skill, and for cus- 
tomers, find their peripheries in distant 
continents. 

In general, the strictly merchant 
trade area of Cumberland has a radius 
exceeding thirty miles; in instances, 
truck deliveries extend to forty miles, 
regularly, and transient shoppers daily 
arrive from points at least forty-two 
miles distant. 
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In the chart, a map of the area daily 
contributing to the labor force of Cum- 
berland’s factories is shown with a cir- 
cumference drawn at a thirty-mile ra- 
dius from Cumberland. This map is 
applicable to the wholesale and retail 
trades as well. Actual mileage by road 
or rail is, of course, greater. 

This factor of commuting labor force 
is important to retailers as well as to 
the total economy of the area. Allegany 
County draws heavily upon adjacent 
areas in Maryland, Pennsylvania, and 
West Virginia for its labor force, and, 
in turn, spurs the economic develop- 
ment of those regions. Several factors 
contribute, including the topography of 
the region and the transition of these 
areas over many years from a self- 
sufficient, agricultural, economy to a 
labor-contributory economy. Labor, 
largely attracted by more favorable 
earning opportunities in the industries 
of Allegany County, has in part been 
rural excess, but only in part. With- 
drawal of farm labor has contributed 
to the decline of agriculture in the 
home areas, though competition of 
mass agricultural production in less 
mountainous areas has been a major 
force. 

This area includes Garrett County, 
Maryland, just west of Allegany 
County, the three adjacent West Vir- 
ginia counties of Mineral, Morgan, and 
Hampshire, and parts of Bedford, Ful- 
ton, and Somerset Counties, Pennsyl- 
vania. The contributory area had a 
labor force estimated in 1940 in ex- 
cess of 43,000 as compared with 34,000 
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for Allegany County. The contributory 
areas have 13.5 per cent of their em- 
ployed residents engaged in manufac- 
turing and more than 25 per cent in 
agriculture, whereas Allegany County’s 
proportions are 40 per cent and 3 per 
cent, respectively. In the ‘“‘clerical- 
sales” category, Allegany County re- 
corded 14.5 per cent of its total em- 
ployed workers, with the contributory 
area rating only 7.4 per cent. 

The significance of this hinterland 
to local business is further illustrated 
by reference to the proportion of fac- 
tory workers commuting to work. Of 
the total factory force of the Celanese 
Corporation—8,675 in number—only 
2,870 are residents of Cumberland; 
similarly, only 471 Cumberland resi- 
dents are represented in the Kelly 
Springfield Tire and Rubber Com- 
pany’s factory force of 1,253. The larg- 
est single group of commuters—1,180 
—travels from Frostburg, Maryland, a 
distance of 11 miles. The second larg- 
est group—589—journeys 19 miles 
from Lonaconing, Maryland. Five per- 
sons commute 58 miles daily from Gor- 
mania, West Virginia. 

Several considerations appear to ac- 
count for this unusual daily trek. As 
mentioned previously, the area con- 
tributing this labor force has little 
manufacturing. Moreover, agricultural 
and coal-mining activities have been 
declining for at least a generation. 
Many employees continue occupation 
of their farm homesteads or reside in 
small communities where their families 
have dwelt for four or more genera- 
tions. Partial farming is carried on by 
members of the family remaining at 
home and by factory employees eve- 
nings and week-ends. This characteris- 
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tic tallies with the continued decrease 
in the number of large farm operators 
and the increase in part-time farming. 

Despite the commuting characteris- 
tic, the labor force is generally regarded 
by employers as stable and dependable. 
The turnover normally is small when 
the volition of the employees is con- 
trolling. Business depression is the 
major irritant. 

National highways play an important 
part in the extension of the trade ter- 
ritory. In general, the area lies between 
National highway No. 30 and _ the 
Pennsylvania Turnpike on the north, 
and National No. 50 on the south, with 
National No. 40 meeting the midway 
requirements, and passing through 
Cumberland. North and south Na- 
tional highways 219 and 220 connect 
the East-West highways and make use 
of the valleys paralleling the mountain 
ridges of the Alleghenies. 

Shoppers and charge customers ex- 
tend the merchandising area to outly- 
ing points along bus and railroad 
routes. These outer areas tally with 
Cumberland newspaper circulation and 
with an inner circle of radio lisiener 
responses. 

Employees of manufacturing indus- 
tries in the Cumberland area shop con- 
veniently in the city and carry their 
purchases to homes in the outlying 
areas. It is estimated that nine bus 
companies discharged more than 3,100 
passengers daily in Cumberland, on an 
average; many of these arrivals were 
members of the working force; others 
were on shopping assignments. 

Markets for farm machinery and 
equipment extend beyond the general 
retail market to the west and southwest 
of Cumberland. 
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VOLUME OF RETAIL SALES 


Unless a community is sufficiently 
large to be represented in the Federal 
Reserve indexes of retail trade, de- 
pendence must be placed upon indirect 
measurements. Census data were last 
reported for 1939, and prospects of an 
early enumeration are not bright. Using 
census data for retail sales volume, we 
have little to indicate the significance 
of recorded changes. For instance, 
when the sales for 1929 are called 100 
per cent, the Cumberland figure for 
1933 is 55.7 per cent; for 1935, 78.6 
per cent; and for 1939, 102 per cent. 
This fluctuation is explainable in part 
in changing business conditions, but 
there is no correction for the changing 
value of the dollar in terms of the price 
levels of the commodities represented. 
We can compare the indexes of Cum- 
berland with Hagerstown and Balti- 
more and infer that different values 
suggest a greater stabilization in 1933 
in Baltimore and a wider fluctuation in 
Hagerstown in the same year, but we 
are still dealing with historical data and 
with variable units of measurement. 

It is believed that newspaper adver- 
tising linage jointly with bank debits 
closely approximate fluctuations in lo- 
cal trade, but, since trade is so closely 
associated with the products, persons, 
and operations of other economic and 
business fields, it would appear wise, in 
following the course of local trade, to 
develop barometers covering industries 
upon which retail trade is so dependent. 

Consequently, the number of persons 
employed by the three largest manu- 
facturers of Allegany County, the 
commercial and industrial electricity 
consumption in the county, and coal 


production should be added as supple- 
mentary series. Analyses of these series 
may follow the usual isolation of secu- 
lar trend, and of seasonal pattern, and 
the derivation of a cyclical residue. In 
each instance, however, isolation of the 
war period is important because of the 
artificial war-production programs on 
farms and in mines and factories. For 
instance, a 36-year period of coal pro- 
duction shows a declining trend, in con- 
trast to the upward tendency influenced 
by the war. 

Fortunately, the seasonal pattern of 
employment in the three largest manu- 
facturing plants of Allegany County 
has a much narrower margin than any 
of the other barometers. Employment 
fluctuates only 4 per cent within the 
year on an average, while Cumberland 
advertising linage has a range of 40 
points. This stable employment is par- 
ticularly important when it is discov- 
ered that manufacturing pay rolls 
account for 70 per cent of the total 
employment reported by the concerns 
participating in unemployment compen- 
sation ; and, in the peak war years 1943 
and 1944, the proportion approximated 
80 per cent of the total. 

Tracing changes in employment by 
groups of industries for a 6-year period 
suggests that employment in the fields 
of trade appears more generally related 
to employment in manufacturing than 
to the other large categories of rail- 
road, transportation, and mining. 

Of the series of barometers devel- 
oped in relation to trade, it is observed 
that only one, bank debits, is in dollar 
values. In order to attempt a correction 
for the changing value of the dollar, 
and particularly for the current infla- 
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tion, the recorded values were ad- 
justed by the Bureau of Labor Statis- 
tics index of wholesale prices. For in- 
stance, the May 1947 value of bank 
debits was reported as $20,640,000. In 
terms of the average dollar for the 
period 1935-1939, this value is reduced 
to $11,260,000, or the approximate 
purchasing power of a constant dollar. 

When these five barometric series 
are combined, the composite tends to 
represent a cross-section of the local 
economy. The resulting picture is en- 
couraging for a continuation of a high 
level of economic activity. The prin- 
cipal obstacles are shared with all areas 
of the country: inflation, shortage of 
basic commodities, industrial contro- 
versies, and a relatively low productiv- 
ity rate. 

Analysis of potential demand is of 
interest, of course, on a _ category 
breakdown. As an instance, a survey 
of building and of housing characteris- 
tics is of wide importance to many 
retailers. Again, census data are an 
excellent benchmark, though the enu- 
meration is seven years old, and war 
changes, including migrations and 
property deterioration, have made esti- 
mates of the subsequent seven years’ 
developments hazardous. It was found, 
for instance, that Allegany County has 
more adequate electric wiring of dwell- 
ings than the average for the state, but 
that it is below the average in plumbing 
facilities, in central heating, and in the 
maintenance of structures. The occu- 
pancy rate—number of persons per 
unit—was also high. A quick sampling 
approach to the more recent status is 
possible through the stratification of 
residential areas by type of employ- 
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ment, approximate rentals, and race. 
Many of the mining communities are 
more adequately provided with electric 
wiring than with plumbing. 

Potentials of trade are closely linked 
with other factors as well as those of 
apparent demand. Bank liquidity and 
policy is an instance. Those of the area 
under study offer ample basis for 
credit extension. They are varied in 
size and apparently adjustable to dif- 
ferent types of accounts. They will face 
increasingly the problems of meeting 
credit operations and risks of small 
units of producers. 


NATURE OF RETAIL OUTLETS 


General observation of small mer- 
chandising establishments in the county, 
and interrogation of proprietors, dis- 
close that many outlets are unattractive 
and poorly arranged for service, and 
their owners unskilled in business con- 
trols and in merchandising procedures. 
Following the successful example of 
experiments elsewhere, it is suggested 
that wholesalers and retail associations, 
as well as manufacturers supplying 
goods, might aid directly in raising the 
standards of merchandising, and in 
lowering mortality rates. This sugges- 
tion is particularly pertinent in the 
present transitional period, and with 
many veterans entering the retail field 
as inexperienced proprietors. 

Presented by them as a dilemma is 
the fear of some established retail mer- 
chants that activity of wholesalers in 
extending their markets automatically 
creates additional competition for Al- 
legany retailers. These merchants con- 
tend that advantages accruing to them 
from improved roads, scheduled trans- 
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portation for shoppers, and extensive 
daily commuting of workers, and their 
own delivery service, will be nullified 
by strengthening and increasing retail 
establishments in outlying areas. Po- 
tential competition must be granted. 
However, many communities, with ad- 
justments of outlook and alterations in 
emphasis, under similar circumstances 
have experienced a trade development 
resulting in expansion of business for 
all. 
ENVIRONMENTAL FACTORS 

The Cumberland business district is 
centered in an area between the tracks 
of the Baltimore and Ohio and West- 
ern Maryland railroads with Baltimore 
Street as its central artery. Its streets 
are narrow as is common to crowded 
areas hemmed in by mountains and 
rivers. Leading merchandising estab- 
lishments are located on this main traf- 
fic channel. The highest land values lie 
adjacent to this street. 

This section of the city has expe- 
rienced frequent floods, and one is im- 
pressed by the elaborate fronts that 
have been attached to some of the old 
buildings. Many of the retail establish- 
ments appear to have postponed erec- 
tion of substantial buildings until solu- 
tion of the problem of inundation. 
Baltimore Street extended in each di- 
rection ascends to higher ground, but 
in one direction, after crossing the 
Western Maryland tracks, it bridges 
Wills Creek. Flooding of the central 
area closes access by way of this bridge, 
and cuts off, as well, access to Ridge- 
ley, West Virginia, a suburban com- 
munity linked to Cumberland proper 
by bridges spanning the Potomac 
River and Wills Creek. 


Just as Allegany County provides an 
example of the fact that political and 
economic boundaries usually are not 
coterminus, so Cumberland presents an 
excellent illustration of the important 
relationship between a community and 
its adjacent economic life. The largest 
manufacturing establishment in Alle- 
gany County is located a few miles 
from the Cumberland city limits. Po- 
litically, the community has no juris- 
diction over the adjacent areas, but, 
economically, it provides services on 
the same basis as those available to its 
own citizens. City water and sewage 
and garbage collection are examples of 
services to the periphery. Electric-light 
conduits are extended along the high- 
way between the city and the manufac- 
turing plant, and residents located on 
this route share these facilities as well 
as fire protection and emergency police 
aid. 

It is difficult to estimate the per unit 
cost involved in projecting these serv- 
ices beyond the city limits, requiring 
considerable capital investment, labor 
time, and administrative costs. More- 
over, an overlapping jurisdiction in 
government is involved since basically 
this zone is in the county outside the 
incorporated community. 

Movement of the population into 
areas adjacent to the community in 
part occurs through migration from the 
city, and, in part, through the arrival 
of people from other areas. In political 
terms, expansion of the periphery is a 
net loss to the city. This is particularly 
true of the population centers in West 
Virginia across the river from Cumber- 
land. Economically, there are both as- 
sets and liabilities. Cost of municipal 
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MAP OF LABOR CONTRIBUTORY AREA 














services has been mentioned. In the 
field of retail trade, establishment of 
local outlets in the adjacent areas could 
be regarded as competitive; but their 
proximity to the city, with its larger 
and more diverse stores and its oppor- 
tunities for amusements, draws these 
outlying residents as customers. 

The retailer of Cumberland and of 
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Allegany County is urgently needed as 
a participant in the community self- 
examination and reconstruction. He 
will need to study the local problems of 
housing, flood control, stream pollu- 
tion, smoke nuisance, and physical and 
legal barriers to trade, as well as bal- 
anced industrial development and sta- 
ble employment. 











Book Notes 


Retailing, by Norris A. Brisco. Second 
edition revised by Norris B. 
Brisco. New York: Prentice-Hall, 
Inc., 1947, 494 pages. 


This book presents, in easy style, the back- 
ground of today’s retailing institutions, trac- 
ing their development back to the time of 
the Greeks, when Mercury, thie mythological 
god of cunning and barter was the patron 
saint of merchants and traders—-a low group 
whose designation in Greek was the same 
as the term for liars. It follows retailing 
through the stage of fairs and, in turn, 
markets, stalls, and shops during the Middle 
Ages, and down to a general picture of to- 
day’s diversified and highly organized mer- 
chandising institutions: independent, volun- 
tary chains, ownership groups, chain and 
branch stores. It includes a highly enlighten- 
ing discussion of the many problems the 
merchant assumes when he decides to open 
a store in a community, and assumes the ob- 
ligation of becoming the “purchasing agent” 
for his neighbors. 

The book is actually written for the be- 
ginning student, and is likely to continue to 
find a ready market in the secondary schools, 
because it provides not only an over-all pic- 
ture of retailing and retail-store operation, 
but, also, a well-told story spiced with num- 
erous anecdotes illustrating facets of the 
subject. On the other hand, store personnel 
—owners, merchandise managers, buyers, 
store superintendents, publicity men, and 
junior executives—will find it valuable for 
still another reason. It is a glossary of store 
terms, as well as an encyclopedia of infor- 
mation relating to the many technical prob- 
lems of store management and operation. 

This is the second edition of a book first 
published in 1935. It has been revised by 
Norris B. Brisco, the son of the original 
author, who was first dean of the School of 
Retailing, New York University, and is pub- 
lished under the general editorship of Dr. 
Charles M. Edwards, Jr. Dean of the 
School of Retailing. 
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A Reading List on Business Adminis- 
tration. Hanover, N. H.: The 
Amos Tuck School of Business 
Administration, Dartmouth Col- 
lege, 1947, 59 pages. 


Now in its fifth revision, this reading list 
presents a classified list of the leading books 
and periodicals in the major fields of busi- 
ness administration. The classifications cov- 
ered are: the business system and economic 
policies; the administration of business; in- 
dustrial relations and personnel manage- 
ment; marketing; foreign trade; finance; 
accounting ; business statistics and research; 
and business law. 

An excellent job of selection and descrip- 
tion has been done, and the reading list pro- 
vides a quick key to the cream of the litera- 
ture in the several fields enumerated. 
Coverage in each of the fields is not, of 
course, exhaustive. But for the busy execu- 
tive who wants to be sure that he has located 
the leading books on these topics, it is an 
invaluable aid. It seems to the reviewer that 
the Research Committee responsible for the 
compilation has exercised undue modesty in 
failing to list its members on the title page 
of the booklet. 

L. (oe 

Selling in Stores, by Paul E. Smith and 

George E. Breen. New York: 

Harper and Brothers, 1947, 336 
pages. 


“Young people need instruction in other 
important aspects of the job, as well as the 
actual sales presentation.” 

That excerpt from the preface of Selling 
in Stores assumes real meaning in view of 
the fact that half the chapters of the book 
deal with subjects having to do with the 
adjustment a high-school student will have 
to make to his surroundings when he goes 
to work in a retail store. 

It is well known that 
fields, and particular in retail-store selling, 
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js dependent, to a large degree, upon the 
individual's personality and ability to work 
in harmony with others. Such topics as 
“Choosing your employer,” “Preparation for 
the interview,” “Getting along with your 
fellow employees,” “Typical mistakes of new 
employees,” and “Getting a promotion” are 
typical of the chapters devoted to acclima- 
tizing the student to the retail environment. 

The discussion of actual selling techniques 
needed is handled in a concrete, to-the-point 
way, and lays a foundation for a practical 
view of the everyday problems the student 
will meet. Questions for discussion with each 
chapter, a retail bibliography, and a list of 
training films will be of particular interest 
to teachers. 

While the book is written primarily for 
secondary-school use, the organization of 
material and the topics covered may make 
the volume useful to training directors in 
larger retail firms. 


J. L. McE. 


Market and Marketing Analysis, by 
Myron S. Heidingsfield and Albert 
B. Blankenship. New York: 
Henry Holt and Company, 1947, 
335 pages. 


The rapid strides made in market research 
during the last decade and the development 
of newer methods of sampling and analysis 
of data developed during the war period have 
made the few standard works on market 
research obsolete. Market and Marketing 
Analysis is the first of the general, postwar 
treatments of this growing field. The book 
stresses the use of internal company records 
as an important resource of research, and 
gives a step-by-step description of survey 
technique. A small section is devoted to the 
statistical aspects of market research. Of all 
the specialized applications which have de- 
veloped for the skills of the market analyst, 
only sales potentials and quotas and radio 
problems are separately discussed. 

Fundamentally, the book appears to be 
gauged fer elementary courses, and relies 
very little on the more recently developed 
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techniques. As a result, it offers a somewhat 
less adequate basis of judgment on the work 
of a number of the more advanced practi- 
tioners than would be desirable. 


L. CL. 


Indications of Current Business Condi- 
tions, by Edgar Z. Palmer. Madi- 
son, Wis.: Vol. 1, No. 2, Wiscon- 
sin Commerce Reports, Bulletin 
of the University of Wisconsin, 
Madison, 1947, 89 pages. 


This companion piece to The Pre-War 
Industrial Pattern of Wisconsin, reviewed 
elsewhere in the JouRNAL oF RETAILING, at- 
tempts to make available to business and 
research a collection of many of the statis- 
tical series, some of which are available 
annually and others of which are available 
more frequently. 

Although the author points out that the 
section on retail trade is sketchy, it should 
not be assumed that this volume will not be 
of direct service to business organizations. 
The study of analyses of other statistics 
which are more readily available will give 
a fairly accurate picture of current retail 
business and some general trends. 

This study is the first of a series of such 
reports which should be of considerable im- 
portance to business. 


R. E. W. 


The Pre-War Industrial Pattern of 
Wisconsin, by Edgar Z. Palmer. 
Madison, Wis.: Vol. 1, No. 1, 
Wisconsin Commerce Studies, 
Bulletin of the University of Wis- 
consin, Madison, 1947, 168 pages. 


“The central idea of this report,” the 
author writes in the introduction, “is that the 
general economic character and industrial 
position of a state should be as well known 
to its citizens as the map of its boundaries.” 

This study, by means of extensive use and 
analysis of available statistics, compares 
Wisconsin with adjacent states and with the 
average state. 
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The report should be of value to indus- 
tries and retailers who are seeking locations 
in the state of Wisconsin. Analyses of the 
business cycle, the average wage, and the 
per capita income, along with analyses of 
other statistics, are extremely revealing 
about the character, economically and indus- 
trially, of this state. 

R. E. W. 


Good Lighting for People at Work in 
Reading Rooms and Offices, by 
Alfred H. Holway and Dorothea 
Jameson. Boston: Harvard Uni- 
versity Graduate School of Busi- 
ness Administration, 1947, 43 


pages. 


This pamphlet, which is written from the 
layman’s point of view, reports the results 
of an investigation into what constitutes 
good lighting for reading purposes. The 
preferences of readers for reading under a 
variety of lighting conditions have been 
carefully studied. An analysis of why par- 
ticular amounts and qualities of lighting 
were preferred to others is presented. The 
results constitute information that may be 


of value to store managers and particularly 
office managers in retail stores. 


H. E. K, 


The Board of Directors and Business 
Management, by Melvin T. Cope- 
land and Andrew R. Towe. Bos- 
ton: Harvard University Graduate 
School of Business Administra- 
tion, 1947, 202 pages. 


Relatively little examination of the par- 
ticipation of directors in business manage- 
ment has ever been made public. Conse- 
quently, a book which studies the relation- 
ship of directors to management is most 
welcome. Quoting from the abstract, “Many 
examples of directors functioning in a vari- 
ety of actual situations, and their findings 
and constructive suggestions should be of 
real value to anyone seriously concerned 
with the administration of business enter- 
prises in a free society.” 

A short chapter at the conclusion of the 
book is concerned with some questions a 
director may well ask himself before accept- 
ing a directorship and while serving as a 
director. 


H. E. K. 
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